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a the fitet veewpennt of practne and have 
thal practioe © the sole cfiiemon for testing 


truth. have aot mainly depended of books bul father on 
Practice and of seeking truth from facts and have in 
practue yun undermianding and unified 
ation Alo we have Boldly assimilated and learned 
from all the fruits of civilization created by human 
waiety have assimilated and learned from the advanced 
ways of operating and managing businesses that reflect 
the laws of madern socialized production of all coun 
tres including the capiialiet developed countries 19 the 
world, and have made them wrve (Chinas socvalie 
meaderization The onteron for judging them 19 looking 
to see whether they are advantageous for the develop 
ment of the productive forces of a wxraliet som rety 

they are advantageous for the enhancement of 
the national sirength of a sociale country and 
whether they are advantageous for raning the people + 
standard of living 


1 Correctlh handle the relationsip betecen reform 
stability and development sire the opportunc moment 
for as fast as possible making the devclopment of the 
hatronal coonomy a littl: faster and strive within a few 
years to ascend to 4 few Mage 


in carrying out reform and opening up to the outede 
world. we need a peaceful international cnvironment 
and stable domestn conditions The « the premier for 
succevefully carrying out reform and opening up to the 
outede wortd (Otherwise. of society © fot stable and 
there m fon) disorde: everywhere not only ell it be 
impossible to carry out reform and opening up to the 
outerddc world but also coonomen devclopment ell be 
serrously affected Thercfore speaking in a certain scene 
stability 1 something that prevail over cverything clec 
A very imperiant capernence im the great succesers 
ohiained in China over the law |) years im reform and 
opening up to the outede world and in coonomn con 
tiruction «that from first to last we mamntamned the 
ability of society and the stability and unity of the 
entire country (1 cours: for a great country such as our 
that « developing. the coonomy must be developed a 
tithe faster, and «| cannot always be w tranquil and 


development must be cflected through a deepening of 
reform From a loot at the capenence in thew year ec 
“ec that the opportune moments were soured For 
cramptc on the five vear from 1984 to | ORE there was an 
chormous increaw in wealth the sandard of liwing of 
the urban and rural poopie row werftl and the entire 


felurns are sirewsed and quality « 
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oul af caport-orenied economy We must dialectically 
understand the relationship between reform stabulity. 
and development and through stepping up the pace of 
reform make economn development axend to a new 
stage if the neat few years 


4 Pers mm tine plan and marke! cultivate and 
develop a wcialiet market system. and firmly push 
vlate-owned enterprises toward thie market 


The |} years of practice in reform and opening up to the 
outende world have made us profoundly recognize that 
plan and market are means of regulating the cconmy 
afd are fot marks distinguishing socialiem from capy 
tahem A planned coonomy i fol equivalent to 
wxialiem, and there are also plans i capiialem a 
market coonomy © fot equivalent to capitalam and 
there are also markets in wocialam 7 wince the 
beginning of reform and opening up to the outude world 
we from feet to last have cultivated and established the 
wx saliet market system set up sound market order and 
regulations boldly pushed state-owned enterprises 
toward the market w that they vigorous!) took part in 
international and domesin market competition and 
acted a an important link in enhancing coterpriee vigor 
and in carrying out well the restructuring of the entire 
economic system. truly placing plans on a conscious 
has and a foundation of the useful law of value so that 
the entire natronal economy operated feaibly and effec. 
tively under the sociaiiet market system In the |) years 
of reform and opening up to the outede world. China 
has newly established more than BOD daily use industrial 
and trade centers. more than 400 large capital goods 
trade centers. more than | WOO agricultural and wdeline 
preducts wholesale markets. and more than 70.000 
urban and rural fai trade markets and m beginning to 
wt up grain pork and nonferrous metals wholesale 
martets in Zhengzhou (Chengdu Shenzhen Beying and 
mph So medium sired cities In addition China 
more than §.000 labor markets and more 

than 2.000 technical markets On long-term funds mar 
of fy than 200 bilhon yuan worth 
of negotiable securities. in more than 70 cites it has eet 
up more than SOD securities cs network pomts it 
has st up securities cachanges in | Vand Shen 
then. and formed a |0-city interlocking securities 
exchange avtomatn quotation system and in the whole 
country there has been wt up more than 4) foreign 
exchang: martets A socialist market system with div 
tenctive Chinese features beginning to be formed in 


m proce formation and at the same time avonding a 
Y es 0 Ge Sa < 
1) vears of unremitting price reforms by 
of prices fined by the state 
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1990) the proportion 
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formed by the market accounted for the greater part. 
thereby infusing few vilality and vigor inte the entire 
economy This is also one of out successful eapernences 


5 Persist in the integration of domestic reform and 


opening up to the outside world so that the two promote 
and bonsth cach ether 


Opening up to the outside world 9 China's long-term 
unchanging fational policy Since the beginning of the 


technologies. studying advanced managemen) 
experiences. and pushing Chinese enterprises into taking 
Part in competition on internatronal marekis have also 
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engage in a ivade. i has wet up BYR nontrade 
enterprises in 94 Countries and regions and the ( hinese 
side's investment caceeds $1 billion A — 4 of 
export-onented industrial enterprises have begun to take 
a direct part in international market competition 

its reform of the foreign trade system, China 
has further eapanded its opening up to the outwde world 


Chins’ 
Sele Sieiem fp Gestructuring hina 's bconomic 


The nineties are a critical decade in ( hina’s economy 
development. The key to successfully attaming the 
second sirategic goal in the development of China's 
national economy is to continue unswerving!) to Carty 
oul reform and opening up to the outeide world The 

goal and direction for the restructuring of 
Dinas economic system in the neat 10 vears are 
Ciradually set up a socialist planned commodity eco 
homic system and cconomin operating me haninms that 
' the planned cconmy with market regulation 
r emancipating the mind. boldly caplonng and 
accelerating the pace of reform and of opening up to the 
outside world have become the main melodies in China's 
cconomwn life Specifically speaking the main missions 
for China's reform and opening up to the outude world 
in the nineties are 


| Continue to thorowuwhly carn ow enterprise reform 
Enhancing the vitality of enterprises, particularly of 
large and medium-sized crterprses under the owner. 
ship of the whole people from first to last 1 the central 
link im the restructuring of China's economic system 
The key pornt is to transform the enterprises operating 
mechaniems and boldly push the enterprises toward 
markets. so that they truly become commodity producers 
and businesses that operate on then own mnitiative are 
responsible for their own profits and lowes. arc self 
developing. and self restrarning For the reason we will 
further formulate detailed rules and regulations for the 
“Enterpriee Law” and while fully omplementing the 
enterprises night to act on thew own imitative mm pro 
duction and business continuc to uphold and perfect the 
enterprise contract system the factory director (man- 
ager) responsibility system and the enterprise internal 
cconomic responsibility system We will vigorously carry 
ou! capenments at selected pownts on the enterprise 
stock system and the separate flow of taxes and profits 
reform the enterpnec labor emoloyment sstem and 
wage system. promote lateral c onomn unity between 
enterprises. develop varrous binds of cnterprec groum 
promoic the rational circulation and optimum combina. 
thon of key production clements and gradual! establish 
a few-type enterprise system that meets the demand for 
development of a commodity cconom, 


2 Better reform the market corculanon cotem While 
continuing to deepen the reform of state-owned commer. 
wal. matenals and supply and marketing cooperatives 
and of the trade system we will gradually implement the 
“four loosenings.” vir of operations price employ. 
ment. and distribution make sound the martet + laws 
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and regulations and ite order gradually form a market 
system that is highly efficient unblocked. open to com 
petition. Heaible in operation, and sound in legal system. 
and thoroughly carry out price reform. Also, we will 
constantly enhance the communication between the 
domestic market and the international market. and 
promote the iternationalization of the enterprives that 
have the conditions for it 


\ Changer the governments economi management fun 

trons, and cirengthen macro economic indirect regulation 
and control ta the nineties China will further reform the 
planning. investment, monetary. financial, and taxation 
sysicms comprehentvely apply cconomn measures. law 
and regulation measures. and necessary administrative 
Measures in Managing the economy. and, mainly 
through the economic levers of price, tax. credit. and 
exchange rate regulate the operations of the national 
economy At the same time we will, at the appropriate 
Moments. reform the government organizations and 
change the government functions. so that the state's 
management of the economy gradually makes the tran- 
vitron from direct management to indirect management 
and for the national economy new policy-making. man. 
agement, operating. and supervisory systems are estab 
lished 


4 Vigorously promote the reform of the social security 
ryitem in the nineties China will further promote the 
reform of the retirement and old age insurance system 
staff and worker unemployment insurance and medical 
imsurance system. and urban housing system, and in line 
with the principle of imposing appropriate burdens on 
the slate enterprise and inc. .idual gradually establish a 
new social security system 


§ Further expand the opening up to the outside world \n 
the nineties. while continuing to run well the special 
economic vones and the coastal open rones, we will 
gradually expand the opening up to the outside world of 
our land border regrons and inland regrons. and adopt 
many forms to attract foreign capital and encourage 


foreign business men to engage in contract development 
We will vigorously develop “the three kinds of enter. 


prises that are ether partially or wholly foreign-owned ~ 
and thoroughly reform the foreign trade system. foreign 
ciuchange Management system. customs duty system and 
exchange rate system We will bring China's economic 
and trade activitees more in line with international 
conventions encourage ( hinese enterprises to take the 
intiative on dealing eith international markets and to 
vigorously engage i international competition boldly 
go abroad to invest in and run enterprises. more widely 
develop international technologycal cx. Sangre and coop 
cratvon. and bring forth a new situation im opening up to 
the outude world 


6 (Continur to deepen rural reform im the ainetics 


China's rural reform ell on the bases of persisting in the 
household contract sete further perfect the dual-ieve! 
business system on whech unity and separation are inte 
grated develop the rural wcoahized wre system better 
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run township and town enterprises, eapand the collective 
economy forces, strengthen the buildingin rural areas of 
spiritual civilization. and guide to peasants in gradually 
achieving the common wealth 


Reform and opening up to the outside world is the only 
way for China to become nich. virong, and prosperous 
We will continue unswervingly to uphold and carry out 
the cause of reform and opening up to the outside world 
initiated by Comrade Deng Xiaoping. bravely advance 
along the road of building socialiam with Chinese char- 
acteristics. and strive to make our proper contributions 
to the cause of v orld peace and development 


State Official Discusses Price Reform 


DICKEOSA7A Beying HAGE LILUN YU SHIIIAN 
[PRICE THEORY AND PRACTICE] in Chinese No § 
20 May 92 pp 2-5 


[Article by Cheng Zhiping (2052 1807 1627) “Seize the 


Opportune Time To Continue Price Reform”| 
[Text] The Eeonomic Siewation and the Price Situation 


in |99!. China was poliically stable, socially stable, the 
people felt secure and we successfully reached the main 
targets of our national economic development 

for this first year of the Eighth Five-Year Plan Our GNP 
grew seven percent compared to the previous year, 
industrial and agrncultural output increased. the GVAO 
[gross value of agricultural output) rose 3 percent com- 
pared to the previous year, the GVIO [gross value of 
indusinal output} increased | 4) percent. and total fixed 
assets investment grew 186 percent The — & 
pered. and both sales and purchases were brisk Total 
retail sales grew |} .2 percent over the previous year, and 
after allowing for higher prices. real growth came to 10 
percent Import and export volume increased |7 5 per- 
cent compared to the previous year The living standard 
in the cites and towns and in the villages continued to 
ree Nationwide the per capita regular imcome rove to 
1.570 yuan on the cities and towns, and after allowing for 
higher cost of living, « represented a 7.7 percent 
increase and meanwhile in the rural areas. the per 
income topped 710 yuan. and after allowing for price 
changes. the real increase came to two percent The 
restructunng of the cconomn system took another step 
forward Reform of the planning system. the financial 
and the circulation system all made new 


prises to make 
ther own profits and lowes We capanded and acceler. 
ated the reform of the system and the social 
security system With regard to opening up to the 
outede world both in terms of utriizing foreign capital 
and in terms of direct foreign mvestments in China 
199! was o record year in history The nation’s market 
system continued to grow and mature the commodities 
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market, capital market, real estate market. and labor 
market all saw new development 


The rise in the retail price index in the last two years has 


good prices moe at a slower pace than fees for various 
services, and prices did not increase by as much in the 
rural areas as in the cities and towns Price reform also 
made new progress We raised the price of rail transport 
roleum and coal and decontrolled the factory-cxai 

and retail price of cigaretios In particular, we 
the sale price of parity price grain and oil 
not seen a price change in the past 25 years, 
a result, the price 
fh the rghit gt ap LL. a fine 
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stopped businesses from collecting 


more closely around the 
down on illegal pricing practices in 
_ coal, agricultural capital goods and other 
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nes yuan In 
addition. they also made progress in overseeing market 
prices in the villages, prices charged by foreign-owned 
businesses. and real estate prices 


The national economy continues to improve in 1992 
According to state plans, society's supply and demand of 
commodities should to continue to mamtain basic equi- 
hbrum, the GNP should increase six percent. fixed asset 


and open up even more to help the economy develop In 


to the same period a year ago. the nation’s retail price 
indexes rose 5! percent in January and 49 percent in 
February price mcrease in the rural arcas continued to 
the slower than on the cities and towns Cram procure. 
ment price was rarsed on | April. and the sale price of 
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grain ration in the cities and towns was raised to a level 
al par with the purchase price, bul the national market 
remained stable We can continue to do a good job and 
continue to keep the nation’s uct prices basically 
stable Today. the emphasis of the nation’s economic 
tasks is to concentrate on structural readjustment and 
improving efficiency In particular, we want to get even 
better results in improving the agricultural sector and the 
large and medium-sized state-run enterprises They not 
only will help us achieve the Eighth Five-Year Plan and 
the 10-year program but will play a very significant role 
in stabilizing the political situation, helping us hold 
steadfast to the socialist road, reinforcing the socialist 
system, giving play to the superiority of socialiem, and 
defeating the hostile forces’ peaceful evolution plot 


eee Slee Se Sa Oe Ee 


In carly March 1992. the CPC Central Committee held a 
plenary session of the Politburo to discuss several major 
issues regarding China's reform and development The 
meeting called upon comrades of the whole party, espe- 
crally the leading cadres. to diligently study Comrade 
Deng Xiaoping’s important expositions on developing a 
socialism with Chinese characteristics The meeting 
emphasized the need to implement steadfastly the 
party's basic line of “one core and two basic points,” to 
seize the opportun'ty before us. to accelerate the pace of 
reform and opening up. to focus our energy on economic 
construction, and to continue to follow the path of 
socialism with Chinese characteristics. Subsequently, in 
late March and carly April, the Fifth Session of the 
Seventh NPC was held. It was a major meeting of both 
immediate significance and far-reaching historical 
importance. Premier Li Peng’s “Government Work 
Report” which was ratified at the meeting summed up 
the important cxapenences of reform and opening up and 
rectification and improvement It clarified the work to 
be done in 1992. It made a very concise and precise 
discussion of the focal point of our work. the path we 
must follow. the fundamental guarantees. the prerequi- 
sites, the ideologies, and the workstyle as we cc. tinue to 
develop a socialism with Chinese charactenstics Much 
of what was said had strategic implications and theoret- 
ical connotations and must be upheld and implemented 
permanently The “Government Work Report” also 
went on to clarify several important current and future 
issues: For cxampilc. it said that all work should continue 
to center around economic construction. we must guard 
against the nght in the political-:deological domain. but 
more importantly, we must not deviate to the “left”. 
overall. the current economic situation 1s normal. and it 
will continue to develop in the proper direction It said 
that planning and the market should not be integrated 
“piece by piece” or by “percentages”. instead. cach 
should completely merge with the other and both should 
be pul to use together because both are means to 
regulate the economy and we must know how to manip 
ulating both im order to accelerate the development of 
the socialist economy It sand that we must work with 











6 ECONOMIC 


both hands to build a stronger socialist spr itual civilize 
tion and democratic legal system and remtorce and 
develop the stable and unified political situation Ut also 
said that with regard to opening up to the outside world, 
we must not only absorb and bring in foreign advanced 
technologies and capital but also boldly) and skillfully 
absorb and learn from the civilizations and achieve: 
ments of every human society and absorb and learn from 
all nations in the workd—including the Westcrn devel: 
oped nations—for their advanced bausiness techniques 
and management methods that reflect modern laws of 
production, so that they can serve our socialis! modern. 
ization It was also pomnted out at the meeting that the 
basic task of socialism 1s to liberate and develop the 
productive forces, and reform and opening up is the only 
way to liberate and develop the productive forces. To 
judge whether reform and opening up has been a success 
or a failure, we must look at whether it has faciiitated the 
development of a socie ist society's productive forces. 
whether has helped to increase a socialist nation’s 
comprehensive national strength. whether it has helped 
to rarse the standard of living and so on The emphasis 
and clanfication of these basic, strategic issucs will play 
a very important role in boosting China's economy to a 
new, higher level once every few years. in basically 
stopping the peaceful evolution, and in augmenting and 
developing the socialist system 


The “Government Work Report” ratified by the Fifth 
Plenary Session of the Seventh NPC pointed out that the 
focal pont of the restructuring of the economic system in 
1992 1s enterprise reform. All large and medium-sized 
State-run enterprises must work extra hard to change and 
perfect their operating mechanisms. Government 
departments should cut down on or refrain from all 
unnecessary interventions im enterprise production and 
management activities and make a genuine effort to 
introduce enterprises to the market, so that they can 
gradually become socialist commodity producers and 
managers who make their own management decisions. 
take care of their own profits and losses, mnitiate their 
own development. and restramn their own behavior 
Meanwhile we must continue to perfect the many types 
of contract management responsibility systems. restruc- 
ture the enterprise labor personne! system and the wage 
allocation and social security systems. and perfect the 
method of linking the total wage bill to enterprise 
economic efficiency These will play a decisive role in 
improving enterprise quality. increasing enterprise cco- 
nomic efficrency. and perfecting the socialist system 


To coordinate with enterprise reform. the focus of price 
reform should be on changing the prce-setting mecha- 
nisms As for the readjustment of the price structure. we 
should proceed actively but steadily and keep the rise in 
the overall retail price level within what the state 
enterprises. and the masses can tolerate The state must 
further strengthen its macroeconomic adjustment and 
indirect price regulation and control 


( hanging the price-setting mechanisms ts a reform that 
complements enterprise 


reform and is crucial 
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Smoothing out the price relations throug, reform to 
develop reasonable price-setting mechanwms not only 
will help introduce enterprises to the market but wall 
facilitate the development of the entire national 
economy. This piece of reform will affect the masses of 
people's personal interests. and therefore. on the precon- 
dition that we keep product prices basically stable, we 
should show leadership and orgarization and proceed 
with this reform vigorously but steadily After 13 years of 
reform, China has decontrotied the price of many com 
modities and let the market regulate prices: As produc 
tion develops, the number of extra-plan, market 
regulated commodities has increased and the scope of 
Statc-administered pricing has been reduced drastically 
Among agricultural products and goods available mn the 
retail market, more than two-thirds of the prices have 
either been decontrolied and are now under market 
regulation or semidecontrotied and following state-set 
guiding prices, and the same is truce for more than 
one-half of the capital goods available today In the 
future, some of the commoditics whose prices are still 
state-administercd will gradually be decontrolled 
Among the capital goods espcially many commodity 
prices can be further or even completely decontrotied, so 
as to give play to the role of market mechanisms 
promote the readjustment of the industnal structure and 
the product mix. and facititate the flow of goods between 
the international markets and the domestic markets 


With regard to the readjustment of the price structure 
the emphasis 1s to gradually readjust the price of some 
industrial and agricultural capital goods whose prices are 
too low. Currently. the price of a handful of caprial goods 
are much too low, and they are losing a lot of money. Not 
only does that add to the state's heavy burden. but many 
products are showing false profit, and some are profit 
able on the surface but are om fact losing money This 
does not help us conserve Our precious resources. There 
iS serious distortion when i comes to profit allocation 
between different regions and between upstream and 
downstream products. which greatly hamper the devel 
opment of the productive forces In the very near future 
we urgently need to follow the principle of balancing the 
profit to capital ratio to strarghten out the price of the 
handful of seriously under-priced products especially 
the price of key energy resource products As far as the 
procedure 1s concerned. we should not readjust the price 
of too many product categories at one time. nor should 
we keep the magnitude of adjustment too small We want 
enterprises that produce those capital goods to have a 
“full meal.” not just a “snack.” so that they can success 
fully engage in reproduction This approach will facth 
tate production development and minimize social 
upheaval Businesses that utilize these products should 
try to enhance ther ability to digest and atworh thrs kind 
of prnce adjustment of the upstream products These will 
also faciiitate the readjustment of the industrial structure 
and the product mia in addition. we should gradually 
mere the ‘doubhlc-track prices of means of production 
most should be put onto the market tract 
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As we expand the market's role in regulating prices, 
change the price-setting mechanisms, and readjust the 
price structure in an organized and systematic way, we 
must also strengthen the state's macr.economic regula 
tion and control role, gradually develop and perfect the 
socialist market system, and adopt appropriate and exact 
measures to exercise indirect bul necessary intervention 
as prices are being decontrotled 


With regard to strengthening the state's macroeconomic 
regulation and control role, we must make good use of 
planning, finance, banking. price trade and other eco- 
nomic means and set proper imterest rates, tan rates, 
exchange rates. and state-administered prices and make 
prompt readjustments We want to enliven the economy 
at the micro level but also apply correct and effective 
regulation at the macro level Today's Western devel- 
oped nations also have economic plans. and they also 
recognize the importance of macroeconomic regulation 
We must start out from China's own conditions and 
diligently study and make use of our past capenences, 
especially those we gathered in the carly days after th 

founding of the PRC. in stabilizing and developing the 
economy and adopt reasonable and effective measures to 
regulate and control the economy at the macro level ina 
practical and realistic way We should also absorb and 
learn from other nations in the worlkd—including the 
Western developed nations—for their advanced macro- 
economic regulation and control measures that reflect 
contemporary socialized law of produ tion, » that they 
can help develop the socialist cconomy 


With regard to nurturing and perfecting the socialist 
market system we should make clear that the market 1s 
what makes the socialist coonomy work Planning and 
the market are means to regulate and control the 
economy They are means available to both socialism 
and capitalism We must fully recognize the importance 
of the market and give even more play to the role of 
market mechanisms Setting up a complete market 
system 1s necessary if we want to have reasonable and 
effective coonmomn operating mechanisms We must 
develop consumer goods and capital goods wholesale 
markets Many crtees have already opened wholesale 
gr? 4 and vegetable markets but we also must have a 
© nolesale coal market’ The maim coal-producing prov- 
imces should make comprehensive adjustments of coal 
production transportation and sales We must set up 
spot-sale commodities markets bul also test futures 
markets We should st up raw materials allocation and 
delivery centers to serve enterprises and caplore dif. 
ferent ways and means | promote the devclopment of 
the fund market. technology market. mformation 
market. real estate market and labor market We should 
also formulate stronger market laws and regulations 
Strengthen supervision and management perfect the 


regulations on transactions and reyect unfanw compet 
tron We should legrslatc and institutionalize the many 
different types of markets to faciitate production devel. 
opment and maintain good cor ulation order 
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With regard to strengthening the state's indirect price 
regulation and control role, besides regulating and con- 
trolling society's total supply-demand for goods, cur- 
rency input, bank interest rates, tax rates and other 
major items, the state should also review and share its 
experience in organizing the production of key commod- 
ities, 11S CAPerience im setting up the “market basket” 
project, the reserve system for gram, on, cotton and 
other commodities, and the system of regulation by 
expanding or contracting purchases and sales. Reviewing 
and spreading the caperience in setting up price regula- 
tion fund ar d setting up the price regulation fund sy tem 
will not add to the state's financial burdens. In fact, some 
expenditures that require government subsidies can be 
paid out of the price regulation fund This will reduce the 
financial pressure on the state We should also promul- 
gate and implement stronger pricing laws and regula- 
tions, accelerate the formulation and promulgation of 
the “Preing Law,” and start drawing up the “Regula- 
tions on Controlling Administration-Onented Fee Col- 
lection” and other specialized pricing regulations After 
promulgating the “Pricing Law” we should gradually set 
up a pricing legal system around the “Pricing Law” and 
gradually pul pricing regulation on a legal track When 
supervising and checking prices. we should focus on 
what 's important and broaden our scope. so that enter- 
prise reform can develop in alively orderly. and healthy 
way 


The above-described economic regulation and control 
measures should be uniform in all regions but at the 
same time should be different. so as to recognize dif- 
ferent situations and provide different types of guidance 
In the SEZ’s, the economic and technological develop- 
ment zones, and the open cities and regions. we should 
adopt regulation and contro! measures which follow the 
national direction but also suit the unique characters of 
those regions We musi strive to promote fairly rapid 
economic development in these regions. but during 
reform and opening up. we also want to give even more 
play to their role as “window and diffuser to accelerate 
the development of the externally onented economy 


Zhang /huoyuan on Market Oriented Price 


VIC BOS4SA Beyine JIAGE LILUN YU SHIJTAN 
{PRICE THEORY AND PRACTICE) in Chinese No § 
0) May 9? pp 69 


[Article by Zhang Zhuoyuan (1728 0587 0357) “Expe- 
diting Market-Onented Price Reform | 


{Text} 1 Establishing « Market Price System 


There has been a new breakthrough recently om China's 
economic and theoretical circles regarding the relations 
between planning and the market camel) a widespread 
acceptance that whether we have a little more planning 
or a little more market regulation. 1 1) not an essential 
distinction between socialism and capitalism 4 planned 
economy does not amount to socialism there 1s planning 
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under capitalism as well A market cconomy does not 
capitaliem make. the market exists in socmhoem else 
Both planning and market are economy tools This very 
significant theoretical advance will help forestall disrup- 
tion from the “left.” powerfully boost market-onented 
reform, and accelerate the development of the socialist 
commodity economy The history of economic develop 
ment worldwide proves that the market is thus far the 
most effective means and method of allocating 
resources’ Where competitive indusines and products 
are concerned, in particular, optimal efficiency is 
achieved when we take the market as our guide in 
production and operations Even in the case of naturally 
monopolistic products and public utilities, we must take 
their supply <dlemand relations on the market into careful 
consideration and respect the law of valuc in production 
and operations As we continue to deepen economic 
structural reform in the future, therefore. it 1s imperative 
that we further develop the commodity and market 
relations, nurture all kinds of markets, and create a 
competitive market system 


The establishment of a market price system is critical to 
both the creation of a competitive market system and the 
development of a socialist market economy In the future 
the establishment of a market price system should be 
more clearly definec’ as a leading objective of our push 
for price reform 


The market price system we seck to establish is nota 
lansse7-faire market price system. bul a market price 
system under planned guidance and macro costrol To 
begin with. the prices of all commodities ere no. dereg- 
ulated under this kind of price system Instead, the prices 
of most commodities and labor services are deregulated 
For a small number of naturally monopolistic products. 
public utshtres, and commodities which impact the 
national economy and people's livelihood and are peren- 
mally in short supply, it 1s still necessary for the state to 
set prees. probably for 20 percent of the volume of a 
commodity. a rather reasonable proportion A majority 
of the products with state-set prices are probably capital 
goods for the moment and consumer goods in the future 
Second, it 1s not full-blown larssez-faire even for com. 
madities whose prices have been deregulated They need 
to be restramed by market rules and regulations 
reflecting the principle of commodity exchange Under 
special crrcumstances. furthermore administrative 
intervention is justified Third. the state 1s to regulate 
and control the macrocconomic prices, that is. the 
overall price level and some other strategic prices such as 
imterest rates. wages. and cxachange rates primarily by 
using cconomin tools to avord cxcessive changes in 
prices. which would undermine economic stability Thes 
kind of market price system still embodies the principle 
of man. °° planning with the market 


To establish « arket price system. we must first make a 
Clear distinction oetween the products of competitive 
indusines and those of noncompetitive industnes In 
principle. if the mdusiry «% 4a competitive one. price 
control should be lifted completely and the prices should 
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be regulated by the market In practice, we must begin by 
lifting price control on commodities whose supply and 
demand are largely in balance and on commodities 
whose supply avd demand may not be in balance but 
which have a gooo measure of supply demand elasticity 
Some essential competitive products have been in woe- 
fully short supply for years. we may wait a vhile before 
deregulating their p. ices to avoid pushine up the overall 
price level excessively Price deregulation must be coor. 
dinated with market development The fc rmer is a major 
prerequisite for the latter But price deregulation does 
not automatically lead to market development The 
market has its own development process if the market 
fails to develop, or if there 1s no open. unified market. 
price deregulation alone will not give rise to bona fide 
market-regulated prices A market price system. there- 
fore, 18 Not something that can come about within a short 
period of time We should stop fantasizing about any 
overnight success In both price deregulation and market 
development, we sheuld proceed energetically but 
steadily 


2. Set Reform Priorities in Accordance With the 
Principle of F ficiency 


After a decade of reform, China's price structure has 
improved. Nevertheless prices so far have not been 
straightened out Price ratios and price differentials have 
not been rationalized 


Al present prices in China are distorted manily in that 
energy. transportation. and agricultural products are 
underpriced at the procurement end and that rents are 
set too low: Which distortions then should we tackle first 
to further improve the price structure’ In my opimon. 
we should follow the principle of efficiency in this 
matier That is, we should first focus on those price 
distortions or set of price distortions whose resolution 
would contribute the most to improving the efficiency of 
national economic activities overall 


In accordance with the above principle. we may consider 
concentrating our energies on solving the problem of 
underpricing as it affects energy prices and freight 
charges in two or three stages Specifically. that means 
gradually rassing the producer prices of centrally allo- 
cated coal, the low prices of crude orl, rail freight charges 
and shipping costs. Such a move will do much to 
improve the efficiency of resource allocation. particu. 
larly the economic performance of the industrial sector 


Al present the producer prices of centrally allocated coal 
and crude on prices are far too low, only two-thirds of 
comparable prices on the international market Among 
the adverse results are these |) Entire industries are 
losing money. which means heavy and burdensome 
subsidies by the state At present the state 1s subsidizing 
the petroleum industry and coal industry to the tune of § 
bilhon yuan and $ 6 bilhon yuan, respectively, cach year 
If prices remain unchanged. the amount of subsidies will 
continue to climb 2) underpricing encourages the 
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wasielul comumption of resources According to esti 
mates by World Bank experts, the underpricing of coal 
may be the mou emportant cause of low efficuency in 
indusiry, cach vear over 10 percent of total coal con 
sumption, with a value of more than 10 bilhon yuan, 
may be wasteful consumption atinibutable to coal under 
pricing. *) The inetficren, and wasteful consumption of 
- also has exacerbated environmental pollution 
a future generatons 4) The inequitable dis: 
tribution of interests has artificially widened the eco 
nomic gy hetween the castern and western parts of the 
nation “acessively low energy prices have resulted in the 
economically more developed provinces and municipal: 
it es along the southeastern coast pocketing extra price 
subsidies, at the same time hurting the interests of the 
more backward ceniral and wesiern parts of the sauon. 
which are the energy production base In effect. these 
parts are paying the state tens and even hundreds of 
billions of yuan extra in hidden taxes cach year A top 
priority right now therefore. is to re olve to raise the 
prices of centrally allocated coal and low-priced crude on! 
and overcome the serious price distortions © onsideniag 
that industries which are heavy users of energy have only 
a limited capacity to absorb higher prices, raising prices 
cannot be achieved in one fell swoop but must be phased 
im in two or three steps. Afier prices are raised, produc. 
tive enterprises in industries which arc heavy energy 
consumers may be given subsidies to offset most. pret 
erably not all. of the additional costs resulting from 
higher prices. As for mdustnies that are high on con. 
sumpiion, wasteful, and losing large sums of moncy. they 
should be closed, suspended. merged. or shifted to other 
product lines Absolutely under no circumstances should 
we shield all enterprises from the impact of rising eneres 


prices 


Transport and freight charges are too low, but the 
situation has improved in the last couple of years. In 
fact, railroads made a little profit in 1990 and 199! 
Nevertheless, after being shorichanged for decades. the 
railroads have barely been able to limp along There ts 
just not enough money to do repair and maintenance to 
finance technological transformation. or to invest: This 
shows that rail freight charges are still too low and need 
to be further increased along with shipping costs Rai! 
freight charges. some people estimate. must be doubled 
while shipping costs should go up at least 20 percent 
before they reach the level of long-term marginal cost 
We should take such projections senously and study 


them more closely 
3. Accelerate the Merging of the Two “Tracks” in the 
Dual- Track Pricing System for Industrial ( apital Coods 


In the carly part of the drive to improve the economic 
environment and rectify the economic order. there were 
strong demands in all quarters that the dual-track pricing 
system be abolished for industrial capital goods and that 
the two “trocks” be merged as soon as possible Some 
comrades ever. entertained hopes that the merging would 
be completed in one to two years In the fourth quarter of 
1989. inflation was tentatively brought under control in 
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China and the social retail price monthly mdex 
approached zero. In tact some products () .iuding cap 
ital goods and consumer goods) were not selling wel! on 
the market. Between that time and 1991. the state raned 
the prices of numerous capital goods within the plan in 
batches. Meanwhile, the market prices of almost all 
capital goods outside the plan dropped Between Januar, 
and September 1991, for instance. the combined price 
index of capital goods within and outside the plan tell 12 
percent compared to the same period a year ago Specit 
ically, state-fixned prices rose 4.5 percent while market 
prices slipped 2.6 percent: Against this macroeconomic 
backdrop, the gap between prices within and outside the 
gap narrowed considerably 


Take, for instance, 13 major industria! capital goods 
including coal and crude oi Except ‘or clectrolytin 
copper, the gap between the two sets of prces all 
narrowed in 1990 compared to the year before The gap 
narrowed again for all |} commod: tres in the first half of 
1891 compares to the same period a year ago Between 
them, the two years saw a significant reduction in price 
difference In the case of centrally allocated commercial 
coal, the price differential shrank 140.) percentage 
points Similar drops were recorded fo electrolytic 
nickel, 119.9 percentage pownts. timber 117.4 per 
centage pots. crude oil, 92 8 percentage points. diesel 
75.3 percentage points. aluminum ingot. 65 2 percentage 
points, and sodium carbonate, 64.6 percentage ports 
respectively As « result, the differences between the 
prices of ordinary raw materials and other capital goods 
within and outside the plan were quite insignificant and 
even nonexistent in some cases by the first half of 199! 
the exceptions being crude on). coal. diesel. timber 
electrolytic nickel, and other extractive products whose 
producer prices with: 1 and outside the plan cull differed 
considerably The prices of sodium carbonate. caustic 
soda, cast iron. steel, and aluminum ingot within and 
outside the plan differed by less than 20 percent In a 
handful of capital goods. the opposite has occurred 
state-fixed prices cxceeding those outside 


Clearly this cconomic situation was highly favorable to 
the merging of the two tracks. Unfortunately we tailed to 
grasp the excellent opportunity Their ideological under- 
Standing a little muddled, some people back in 1990 
even suggested that the state-fixed price system be 
restored for 80 percent of capital goods, market-photma 
was then widespread Consequently we did not property 
think through the direction which the merg.ng of the two 
tracks should take My understanding ts that the dual- 
track pricing system was adopted im the first place to 
gradualiy introduce the market mechanism into the 
formation of the prices of caprtal goods. which, in turn. 
would help bring about the smooth transition from the 
state-fixed proce system to a market price system. This 
being the case. when the teme comes for the two tracks to 
merge, 1 1s only natural for market prices to be the new 
unitary prices for a vast majority of products. with the 
state-fixed prices prevailing only in a handful of cases 
involving products im noncompetitive industnes How 
ever, this view was not widely supported for a time and 
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soe departmnenioin the eld actually found 1 una cept 
able. The resull thal as far as the prices of indusinial 
Capilal goods are concerned. the merging of the two 
Hacks preceded dowl) Whal limited merging Measures 
there were fosulied only if the prevalence of planned 
pone slate guidame prices Even today there has not 

a ingle cam where the market price Became the 
unitary fational prive No wonder some people comlude 
that for two year a golden upportunity to merge prices 
was lost In the future we must lherate our thinking 
further, have a clearer sense of where we want to go if 
price reform. and push ahead with the merging of the 
dual prices of industrial capital goods using markets as 
out guide Moroover, we cannot afford to procrastinate 
tow long Instead we must draw up a plan and accelerate 
our pace Try, for instance. to complete price merging 
during the 1940's. #1 the market price prevailing as the 
vingle price for any one of a majority of indusinal capital 


ee Ce ae O@ 


We know from (China's capernence in price reform that 
the principal dilemma in such reform. which also is what 
makes it so difficult, © that even as we sort out price 
felations we also must limit the magnitude of the fee in 
the overall price level. striving to keep it basically stable 


There was hidden inflainon in the traditional 
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Hased of ( hina s caperience. ihe bey to striking the rien 
balance beiween sorting oul price relations and 
izing the price level lies with government refusing to 
follow an inflationary policy and doing its best to pre 
vent a new round of inflation even during reform 
baperionces both foreign and domesin prove that infla: 
tron mulitates againel sustained and steady) econortin 
growth. at the same time hampering the my 
price feform As prices lake turns spiraling upward they 
inevitably undermine the achievements of reform of an 
eather and bring back the old ifrational price 
fatios following a sound and moderate and sound 
Macroeconomic policy particularly a sound and mod 
efale Monetary policy. 18 of vital importance Normally 
the annual growth rate of the money supply should not 
exceed 5 percent of the sum of the annual economn 
growth rate and the rate of price increase Money supply 
if this Content is HOt lomited to cash, of MIO) It must be 
interpreted broadly to include all hinds of deposits (but 
hot government deposits) as well ae Mil) 


bang Sheng on Opening |p. U sing ( apitaliom 
VCR OSI04 Chongqing GAIGE (REFORM) in Chinese 
No 4, 20 May 92 pp 22-25 41 


[Article by Fang Sheng (2455 $932) “A Second Discus 
won on Opening Up and Making Use of Capitialem”) 


Teat) | made three basic points in “Opening Up and 

Lise of Capitaliem.” which was published in 
ENMIN RIBAQ on 23 February 1) China can only 
take the socialist road. not the capitalist road Not only 
does the entire course of modern Chinese history serve 
as proof of this point. bul the actuality of socialist 
modernization has pul this question to rest. 2) A country 
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always inplementod @iihin a corte ey etery and tue 
ev Haley @ahetel «ara: torietn es cf cme type cf com net) ct 
the vther Even if a ceria measure is efletive wihin a 
CaPitaliat eyeterh we carte copy 6b Eoereely Prat fwet 
Make 1) dovetail with baal comdstieeme Jot eth com 
Panes 1h capilaliet contre have che wehogeed fee aver 
they ate suited to the feeds of semialived large male 
Production They help enterpriees care funds and heip to 
avelerate the development of capnialet produ ton 
Whee shares of stack are sald in a market 1 beads to the 


1h capilaliel wm retiee whi we are jwel omerating an 


erperimental shareholding systom on Chine Ewen if the 
eaperiment sncomds in the future and we decede to 
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between the wasal character of the share 
eyeemh 1 wm salient ane!  apitalret som voties 
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major) of cowntrm and territene m the coun of 
wtemational relatrom Internatronal pre edent ma eet of 
behavioral forte efi h have heen formed through bong 
etpenence Although some form ar ementien they 
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(hina hae acopted and Parlnipetes 1h and 6h aco 
dame with ( hinee laws ehut ate reflective of unterne 
tronal pre eden 


The seeweees ( hina has achieved 16 the decade plus of 
EPONA UP are (me Rtrn ably liaked to ow: efforts to action 
a cordance ith intermational precedent in dealings with 
foreigner Leven where we have violated intemmatunal 
precedent, we have worked werously to corfect an) 


alifact foreign investments However the enterprie lew 
still has some flaws the primary one being the fact that 
fot fully reflect international precedent for 
crample no matic: what percentage of ow merehip mo held 
by the ( hinewe and foreign pariners the law till man 
thai only « Chinese person could serve a 
chairman of the board The rune counter to the n@ht of 
forg@n investor. to protect thew legal interests and 
veolates imernatvonal precedent for the reason we 
* ehterpriw law and now allow for 

opens to werve as charrmean of the board mm joint 


youn ventures im some industri. ch These are both 
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Chinas economn legilation wo that 
laws © govern Our activities Second 
4 © impor foregn funds and 
technology Third it helps us preserve the lege’ 
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(Chena hat capreseed feerration. We . ie 
© honor treats to ehech (heme @ fot @ 
cat handic affair mm accordance enh 
precedent There are typically teo types of 
precedent (ine « acoepied and ompic 
the majority of countries throughow! the 
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S Mating uw of caprialem will inevitably toweh off a 
round of viruegic which will lead to changes 
18 the way Poople think Tie umportant that we eliminate 


imlude the comepts of value Benefit the market and 
competition Those Commeadity coonomy concepts are 
very difficult to teach within the environment of a 


In making use of cCapiialiem as we open up our economy 
to the outede world, we will mevitably come into 
comact with international capity lites We have to com 
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Dong bureng Discusses Keform ( ontroversies 

V1 POS I04 Chongqing GIG (REFORMAT on 0 tines 
No 1 OO May 4) pp 64-09 
Article by Dong Pureng “On the ( controversies Over 
cform and Uipening tp | 


[Teat) Since reform and opening up there have been 
disputes over Many insures and many debates havc been 
rehashed again and again (ine moment people wem to 
have reached a consensus bul soon they begin to dis 
agree afd sometimes the disagreements are quite con 
tentious Recently some maues which basally had been 
resolved are under fire again It weenie we have returned 
to the early days of reform and opening up The disputes 
fever seem to go away The debates go back and forth 
and people no know what to believe and the 
makes it difficult for reform and opening up to mov« 
forward. and some policies are even being reversed No 
ones elve have tired feform and opening up before and 
one should not be surprived by diygreements and coven 
comtentions But to have second thoughts after the 
debates particularly after practice after reaching con 
chusvons. and afler most people have come to an agrer 
ment can be detrimental to reform 


What went wrong” Besides the Complicated nature of the 
iteell, | think there are other reasons worth 
discussing here 


a an Om Gale age awe 


: 


Most. if not all reforms have positive as well as negative 
effects In all reforms the positive and negative effects 
should be combined and should not be separated 
Without the positive effects. there will be no negative 
effects eithout the ive effects there will be no 

effects Take Most controverual question 
the marke. for metance The basi function of the 
martet « to optimize the allocation of scarce resources 
The reason we want to turn the market into an economy 
through reforms 1s to optimise the allocation of 
because decades of practice in some Countries 
this country. have proved that mandatory 
alone cannot optimize resource allocation 
rather 1 leads to tremedous waste of resources Ht not 
without basen when peropic say that crronmcous planning 
% the most costly waste But how does the market 
optimize resource allocation” Through competition 
among the market principals These market principals 
are independent profit. seetern Entied and restrained 
hy they compete sith one another and the 
flew from the lew efficent to the more off) 
from the sector ith cacess supply to the 
madequate supply ( ompetitron also pro 
technological improvements Amid competition 
choos the supenor ower the infenor 
ol en and capand offers el! he 
chminated The latter might @o ow! of 
taken over ty others of even declare 
The chimenation of some companies «il! 
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fev cently) bead to hee ot wa@ete cf eafie foewiee dees 
and! waste of Material feeource lua and waste of human 
hource (HRem ploy ment) afd won and unemployment 
pecially) avery parntul Purthermore market regula 
yon © vadifect fegulaven Prmanly « « regulation 
after (he fact 1 regulates Betund the Racks of the market 
prmipals afd very offen it passive fegulation There 
fore market regulation can Be foc blees and fey bheeenens 
can ale lead to the waste of resouroms The “cobweb 
effet on Chena s agricultural sector an example This 
inthe way the Market works there will always be ive 
and negative effects ~~ yy 
can there ewer be vectory without defeat im market 
competition’ How can there Be eraner eithout lower’ 
Without wasting some feeources how can we optimize 
overall resource allocation” The disputes over the 
market “eure whee reform fegan have heen caused 
mainly by poople who only we the segative effects of 
pethap they pul more emphases on the ive effects 
than the powtiwe ones and they do fot that 
(ts hecauee 1 has ive that the marbet ale 
has positive effects feyect the market of only give 
the Market an “auathary role oF tole 
and that «all Lurthermore some people we the neg 
we as well a8 the postive effects. bul th & 
integrate Mandatory planning inte the martet to pre 
werve (hevt feapectiwe ments 
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combine the two rs to pul the natronal coonomy 
dvfferent tracks Tt the making some 

right ede of the road and some cars to the left 
wie foad-——-at can only toad t a 
wrmilarly ot ell create wenous 

the economy, Teaday + dowhle track evetem 
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Whether « reform « sucocessfel of not or ec should wy 
whether « can drepley ts full positive effects «4 often 


determined by eheiher the Comditeome fot feform ere 
prewnt Sime ( bine has adopted « vlep fy step reform 
vifeiegy, whether a felorm © wecewtyl oF fol oF 
whether ali of its postive effects are pul to play, 
determined by ehetihe a host of other hecesan retort 
are ih place Thee mm fact © ale one of the reform 
conditions We will fot have @ pertont ey ctem and i will 
fot be easy to implement al) the other reforms nent 
away Therefore offen 4 fol caw for a reform to 
a heeve its full afin pated fosull @iihin @ short penad of 
ume The means ee may fot we all of i tive 
effects. and there may be many megetive cflecty Lake the 
shareholding wetem for caample to implement the 
shareholding system ee Must Reve « fairly well 
developed and wound marbet cot coun implementation 
of the shareholding wetem © turn ei! promote the 
development and perfection of the market) a farly 
wound corporate system a conporatc accountng eyetem 
a faith, complete set of martet regulatrons— ine 
sted cachanger regulations and er peed manager 
broker eho undersiand how the shareholding wyetem 
(erously 1 Chine ont) ao few localities where 
the commadity coomomy, «© fart) well-dercloped have 
these conditions and strictly wpeabing coon (how local 
ees afe fot equipped eith all of thos condihans Buti 
to Promote the reform of The enterprise eyetem if 
to develop and perfect the financial marbet ee 
Mutt gradually install and popularnice th shareholding 
system and some conditions all have to he created as 
ee go along We can only caperiment in some localitees 
to get some caperience But efile caper. 
menting. because ee have fo capenen c and becaue ee 
lack certain condition: there ate hound to he problems 
As @ component of the market cconom the hare 
holding system like the market has it) positive and its 
negative and the two are inseparable (ince oc 
the shareholding s) stem and allow stacks to 
be listed. speculating @ith the Huyine and wllng of 
stocks will hownd to accur We can wy that cock trading 
" without sepculation there ell he no start 
alas. cud Ge Gantidlinn acaem will not be func 
ee Spec ulating sith the Puy ing and selling 
a @ill cauw stact prices to re and fall sharply 
Some people may mate a huer profil and other may 
lowe tig. oF even go bankrupt and someone may even tn 
the marte: Inuall) Secauw &r do not 
night conditrom the stock market will be 
even morte problem (her the counter 
unfanw cuchangr jew thar abo us board trading 
demand and inadequat: stmt wuppl leading to 
high prices and w on Becauw the hare 
has negative effects as eel! as postive 
of the than period! conditrom 
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fun into during the tral penad and uw 
that as proof that the shareholding wyetem «not fe avble 
or even that 1 1 caprtalretn and terre and they even 
quote Mao Duns Wideret: to lustrate thet port The 
reawons for the shareholding vy ctem « negat o> effects are 
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fluence of “lefvet” sdeolagies and theones # fot an 8680 far, even lew accelerate the pace of reform and 
easy task and Hoe definitely not something we can = opening up Cnty through reform and open’ @ up can we 


a heve 1h one operation — 7 7 madina  woure (China's term stability and security How: 
long process it will run whole course of the sever. to further liberate out thinking we must further 
reform from beginning to We should not underes = Feetify the influence of “left” ( omrade 
timate the iwveteracy and the ramificatiom of “left Deng \iaoping sand today + tendency mainly 


ideologies and theories Deep down in ourown thoughts «= toward the “left tn think what he 19 referring to ale. 
there must be some remnants of “lefiat” influences = includes “lefivet” tendencies 6 theornes I our thinking 
Take land for example Ai one time, land was kept — 6 further Wherated. if the influence of “left” theores « 
outeide the scope of commodity inthe formal documents — further weakened (he diaputes over reform and opening 
regarding coonomen reform Some resources and ele up May also diminieh In particular some of the diaputes 
ments imclucing land. were not categorized as commad which Basically have been resolved need not come hack 
ites and were considered to be ina ‘different category = aNd Sap OUT eRETB) and distract our aliention and waste 
That distinction was supposed to separate socialist com. «= Out PreCHOUs tHe We must realize that under the 
madity economy from com madity economy current imterational wituation tie © shor and we 
This viewport obviously was wrong Thee theory cannot afford any more delays 


Province wanted the use-right to 40 sq ken of land Sia. Gn quectian of ene gurean/s gale any te 


development Some comrades thought that ti meant the Reform i radical revolution ttn a mayor feadyetment 
of economn and polity al interests among different 


5 
| 





dent” another of it may benefit one group of More than 
lasted several years It was not until recently that the another or 1 may bring immedite m as long term 
matter was approved by the State Council Some of thow ay A5,J 4d At immediate 
comrades meant well, but ther thinkings were obviously harm though long-term to another group Nat 
affected by “leftust” ideologies. and they failed to we that —surally, in the long-run reform and opening up ill 
the sale of usenghts and the sale of ownerstip nghts aye ant growth in society + productive 
were two completely different things They failed to we enhance this counth § cconome otrength 
that the soveregnty nights in Vangpu would remain in and greatly Benefit the nations people But a drat 


mevitably will look at the reform differently 
of ther o@n interests The often one of 
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Island tt never been developed and it was not unt! —sthe causes of the dreputes and dehate over reform We 
Hainan began to st up the SEZ that people remembered notice the’ people onl) want to reap more henefite in 
thes place. and «| began to chow some valuc only after the § =—s reform. oF they want to beep then vested intercets bat 
construction of Vangpu Harbor ht was potentially a are not willing to pay & price for the benefits of take the 
valuatic resource but without the mone, to develop and =—s anak they should take and they arc pot willing to once 
to build on 4. « would remain a piece of weelems barren) = any lows becawer of reform For coampic mow propte 
land (nly by emporting foreign capital to develop the know that the “iron nce bow! «© not good becaue of 
pene Bi ody dd... obstructs the mecewan circulation of (he labor force 
VE 7s comstrection and development looking att = forces enterprises to keep too many idle worker keeps 
this way. and after getting nd of old wdeas. the disputes = labor productivity low and refese © let nee. and toe 
stopped “Not only were the ideological obvtacies to) =6.4 couere of poor enterpree cooneme: coer The 
Vangpu s development chmimnated 1 also faciitated the = iron nice howl” does fol represent (he cupenonty of the 
auctronmng off of use nights to Shanghai's Pudong region socralest eyetem Sence reform began ee have (ood many 
there was no problem im accepting that Thus we caneee = reform programs to smash the ron nee bow! bet te 
how important «om to lherate our thinking during cawer said than done becauw too many peoples per 
reform Emancipation of the mind clears the way for sonal interests are at ctake Although mm the lonerur of 
reform and up It removes the ideological obeta will henefit enterpriaes we cety and even individuals if 
cles and guides and opening up Comrade Deng —s the “iron nice bowl” beng mashed happen: to be one's 
\saoping has urged us to go even further to Wiherate our = own. ot will not be can) to accept These the “iron nce 
thonting The om ven omponant heck at the} 38=«hoel” « truly woncest and very difficult t break 
past |) years. erthowt the bend of thionkings in Despric the omplementation of the labor contract wetem 
the cart) dave of reform ec would not have the tremen there rs little difference between contract emplowmen: 
dow. swoces of reform and opening up and faring to and permancnt employment and because of the farture 
further Wherate our thinkengs. @e @ill not be able to) =o emmash the “iron moe bowl” the “Banbrupicy Loe 
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sugges! thal the won foe howl deed fopresents the 
MUP THTity cof fe em paleet oyetorn Why ofl we emmanh 
it” They aay) that Japanese enterpriewes have a lite time 
eiployment system and they later turmover i low and 
there oa bond Betwoen enterpriees and worken Why 
shoul) we. as 4 scealiel Raton, wash the “Won nee 
howl” Many reform controversies are the result of 
difference of opnron Because people © perenal inter 
ete ate at Mabe Ch we showld wy that the different 
Cpe ents on ceflect different interest relation 
whi ty aA py sorte people 
‘have meat for dinner and will cure ~~ Why “core” OF 
courer fot becaue they have meat to cat unlike in 
the old days when things were tight: Nowadays cacept 
fora of people the lieing standard has improved 
4 efeat deal wace reform and many can afford to cat 
meat They cure lecause they are ‘cating meat while 
others are cating wafaed Hf cverytroady cle was cating 
feat there would Be fo complaints Hut hecauee sone 
an Cong wate «while | am “cotene meal then 
there es reason for my cuneng In other words although 
ngs Rave umprowed (f someone cle mn much Better off 
@ | am only a lithe bu etter off then | should 
complan ahout the “wntairnesm There are tan binds of 
untae 1 someone sacrificed a great deal and got 
hack « great deal and | wortfioed « little and got hack o 
mM phe pty gd - a pty 
return and complamn ahowt the unfarrnew 

upeet The Pp -f, 4B -H- 

a whote lot or worfioed lithe of nothing but got much in 
return while | wecrficed much and got tithe on return 
what «© known as the harher + raver worth more than 
the sorpeon’s ewipe! The tend of “onfainem” « 
genuine “untarrnes ~§©=6Dering reform and opening up 
imterest celatronehipe will « dramatically the 
eyetem ell he omperfect: there fe oman) loophotes 
and often these will eaden the pncome gap beyond what 
ne reasonatie To cure ender the Corcumetances may be 
puetrfred and ee meet stniwe to cesetve thes bend of untan 
soome: dutnhutron But the proflem must fe solved 
through further reform and opening up by perfecting the 
Process of reform and opening up and not by reminin 
wine ahowt the past. o past that was as lefetees as ctl 
water That ef! not bring ws hope Rather ee should try 
to actrees equrlihroem of interest: through reform and 
opening up and thy tend of cquillhouwm nm a dvaamn 


peley of lottene some people get rch fire and 
wally tet cweryiedy fe ech The tend of get rich 
ell epert the prevrow: Gatx cqurlihrum To tet 
who gt mech feet breng along thee eho ect rich 
later and ewentually bet cworviedly fe ech ms to Darl « 
fee dveaame cqurll®oum end acteeve fan mmcome 
devtn®etron bas dears aot mean cqual When thow ef: 
ud «wapelh carved a tee dollan mor: than thow eh: 
od “rare « eas few bet aot equal Parnes and 
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equality are different in many ways Ome of the differ 
efhees os that larrnees ef outages People to work harder 
to «feale to compete to discover and scure oppertun 
tees to take reeks ut at the same time also to protect and 
help the weak wo that at the end everybody 1 Das ally 
better off Howe can book at the readjustment of interest 
relationships during reform from a dynamu port of 
veew if we can Mart out from the tremendous benefits 
reform can bring to the country and to waciety rather 
than dwell on out personal momentary gains or lowes 1 
will not be difficult for us to reach a comensus about 
reform 


As we sand carter, how we look af reform © a valor 
judgement and all judgements must he haved on some 
standards To pudge whether a reform is feawhle or not 
whether it good of had and to determine ity positive 
and negative effects we need some critena The many 

and debates over reform are often the result of 

standards being used when mating judgements 
The hushand save he « right and the wife wy. ohe 
right —evervinads has his of her own reasoning and 1 i 
impowbic to tell who nm nght and whom wrong How do 
we make a pudgement’ We must first clarity two meus 
Furst, showld we rely on books or should we rely on 
practice as our standard” (hur reform should be guided 
by Marsiem How should we let that be our guide” (ur 
reform «an unprecedented undertaking The Marais 

ve if we have to rely 





? 


that there « fo discussion of commodity of Currency 
"there a boob that dra uses output based family 
contract responsitility system and a for 
eee we will only find a dis ussron 
Impenetem which wys that  aprial 

ve main characteristics of omper 
dimen we cay tr aptiaien wagieh Ge cen 
and the dependencies Bul ee must and ee con tet 
wm 


practice Recenth Comrade Deng Xiaoping again 
emphawred practice as the critenon The ms ver ompor 
tant When reform first tegen ee made practice our 
critervon and launched a dehate of unprecedenicd «ale 
on the crvterven of truth to free the people from the 
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vhackles of dogmatim bookihness and lefiiwt ideal 
copes. and that gave tremendous impetus to the reform 
and opening up The ime ( omrade Deng \iaoping has 


heen unable to resolve and it will accelerate the 
pace of reform and opening up other mauve about 
vandards has to do with whether we should use wial 
system atinbutes (that is. productive relationship) of the 
productive forces as criterion In the economn domain. 
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these reforms completely because they were labelled 
“capitalistic China's idle and unused resources (includ 
ing Material and labor resources) would not be able to 
Play an active role in China's socialist modernization (at 
least not now), and Vangpu's 1) sq km land would 
remain undeveloped We can say that the absolute 
majority of reforms do not have social system 
atiributes—implementing the shareholding system for 
instance—and Comrade Deng Niaoping is correct in 
disagreeing with the “capitalwm” versus “seciahem” 
controversy 


OM course even if we use the productive force criterion to 
determine whether reform iy feasible and to reach an 
agreement about reform. it 1s still not cas) or emple We 
must consider the short-term and the long-term the 
partial and the overall relationships We will not go into 
that here 


Finally | wish to pont out that (f we make practice and 
the productive forces the criteria. we will be able to reach 
a common understanding abou! many reform issues and 
we need not waste time and energy on endless debates 
which can only obstruct the progress of reform Of 
course. there will still be disputes because new problems 
will continuc to are and people » understanding will 
change and deepened in the wake of reform But by 
insisting on making practice and the productive forces 
the criteria. we will be able to pul these debates on a 
normal track to help us to reach a consensus 


Jiang Viwei on ( existence of Socialism. ( apitaliom 


GC BOS1I94 Choneqng GAIGE (REFORM) on Chines 
No 4 20 May 9) pp 10-18 


Article by Jiang Yiwe (599) GOO) S517) “Correctly 
the Coeaxrstence of Socialiem and ( aprtalrem Is 
an Important Characteristic of Socraireom in China} 


{Text} The reform China carried out ence 1978 has 

great success which has attracted worldwide 
attention If we ask what is the goal of (Chinese reform 
the answer can be simply summarized into one sentence 
that 1s “burlding (hinese-stvic socialiem © 


In recent vears East Furope and Russa witnessed drastic 
changes. and the international communist movement 
and socialism faced severe challenges For a while it 
seemed that socialiem was abou! to disappear from the 

the carth But this « not the realty Socsalest 
countnes still canst) Furthermore socialist ideology and 
value cannot possibly be destroyed What in particular 
has attracted attention is that socialiom continues to 
develop and floursh in China which has a fifth of the 
world s population 


We cannot help asking What on carth 1s so special about 


mn the adverse current of history” Answering this ques. 
thon 1s of profound theoretical and practical significance 
Not only the Chinese people need to have a clear answer 
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to this question to strengthen then confidence and 
resolve to follow the road of Chinese-style socialiam but 
the international working class and the people 
throughout the world also want to be clear about this 
question to determine the future and destiny of the 
history of sociliem 


Chinese-style socialiem isa very broad subject. and its 
characteristics must be many-sided But judged from the 
experience in the reform of the economic structure in the 
past decade of so correctly handling the relation of 
coexistence between socialiem and capitaliem is an 
extremely important characteristic of Chinese socialism 
For your reference, | will now talk a little bit about my 
humbic understanding of this major issuc 


1. The ' of Socialism and the Issue of 
\ sccommetadan Clphaiien® 


After years of practice of reform, the CPC put forward 
the “theory of the primary stage of socialism.” This is a 
mayor devclopment of Mararst theory 


Authors of Marxist classics also discussed that socialism 
is the lower level of communism, implicating that 
socialism represents the penod of transition from cap. 
talism to communism However they did not clearly 
indicate that socialism is im itself a mode of social 
production in a very long hisioncal penod. still less 
mention that this very long historical penod 1s divided 
into several mayor historical stages After summing up 
past international and domestic cxapenences. the CPC 
reached a conclusion, that 1s currently China 1s still on 
the primary stage of socialism This gave rise to a series 
of characterstics of socialism that 1s now being carned 
out mn China 


The traditional concept sees socialism and capitalism as 
two societies diametrically opposed to cach other and as 
incompatible as water and fire Since it does not admit 
that certain socialist factors may grow in a capitalist 
society or that socialist society may accommodate cer- 
tan capitairst factors. 1 maintains that socialism can be 
built only on the ruins of caprtialiem Over a half century 
of past capenence has proved that thes kind of Utopian 
assumption does not conform to the objective progress 
of history and that insisting on such an assumption 1s not 
conducive to the building and development of socialism 


Understanding that (China ts still in the very imperfect 
primary stage of somalism has helped us climinate the 
“theory of accelerated course” that makes us hotheaded 
and the “theory of absolute idea” that we fantasize to be 
very pure It enables us to build our socialism in accor- 
dance with the objective law of development of history 


As a transitional form of history. socialism in its primary 
stage definitely cannot be a pure homogencous society It 
must be a saceety that 1s based mainly on socialism but 
allows the coearstence of socualiem and capitalism in 
other words the primary stage of socialism must also 
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accommodate and allow the caitence and proper devel. 
opment of capitalem Thi is the so-called weve of 
“accommodating capitaliem — 


In the reform im the past decade or so, we adopted a 
series of Measures to accommodate capitaliam. and they 
have become a major characteristic of Chinese socialism 


First. as far as social system is concerned, China's reform 
adopted from the very beginning the principle that 
considers public ownership as the basis and allows the 
coexistence of multiple economic elements, making it 
possible for the individual and private economy to 
develop China has also boldly brought in foreign capital 
As a supplement non-public economic elements have 
played an important role in the economic construction as 
a whole 


Second, implementing the principle that considers 
public ownership as the basis (public ownership here 
includes state. collective. and cooperative ownership. 
not merely state ownership) has enabled urban and rural 
collective economy and township cooperative economy 
to make significant development 


Third. public ownership has been implemented in many 
different ways In addition to unitary state-run, collec- 
tive. and cooperative enterprises. due to the efforts to 
encourage horizontal integration. many integrated 
bodies of different ownership systems have appeared 
and enterprise groups have been organized This has 
given rise to mixed ownership Among enterprises cxer- 
crsing mixed ownersip. some have distingurshed them- 
selves by absorbing private investment while considernng 
public funds as the basis Prompted by mixed ownership. 
the sharcholding system has also emerged as the time 
required Stock market cxpernments have also been car. 
ned out 


Fourth. the principle of separating ownership mght from 
management nght to help di the method of man- 
agement In rural areas. without the public 


nature of collective ownership of land. imple. 
mented. in accordance with the obyective demands of the 
level of productive forces in China. the household con- 
tract management responsibility system and substan. 
tially increased the productive forces of agriculture This 
is one of the greatest achievements of the reform in 
China In industry China also abandoned the traditional 
concept that state-owned enterprises must be run by the 
state implemented yiy 44 -— 9 -~ 
ment administration from enterprise responsibility and 

of separating ownership from management and estab 
Irshed the management method of contract or share- 
holding systems Although many problems remain to be 
resolved im this regard. this is after all a giant sinde 
forward 


Fifth. special economic zones have been built along the 
coast. creating favorable conditions for absorbing for- 
crn capital At the same time China implements the 
policy of “one country, two systems” on Tarwan, Hong 
Kong and Macao allowing these arcas to enforce the 
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Capitalist system which would remain unc hanged for the 
next Y) or even 100 years How can the People's 
Reputix of China a socialist country allow some areas 
to practice caprtiahem’ Because Tarwan Hong Kong and 
Macao compared to the mainland are only a minority 


reform in the past decade or w 
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capiialiem Many of them are products of development 
of human civilization They are not special properties of 
4 Capitalist society 


Commadity production and cachange appeared in the 
later period of the primitive comm imist society 
Through the development of the save and feudal 
wxrety it developed to a higher level » hen capitaliem 
came into beng With such a common knowlege of 
history. it not difficult to understand that the com 
madity cconomy 6 fot a special property of the cap 
talist society The commadity economy i said to have 
developed to ah level on the capitalist society, but 
there 1s no basis for saying that it has come to the final 
sage It is completely possible to practice the Commodity 
economy of socialist penod im a socialist society and 
eventually develop the cCommoadity economy into a new 
stage where it 1s more sophisticated than in the capitalist 
period Because of this it is without historical basis to 
say that the commodity economy a mode of economn 
operation which has been developing wace ancient 
times. 18 a special property of the capitalist society 


Moreover many things canst in the capitalist society but 
not all of them are related to the production relation of 
capitalism Scrence and technology created by the capi 
talist society may be considered ‘capitalist stuff but it 
8.19 fact a neutral thing which can serve both capitalim 
and socialiem ft « precisely because of this that we 


useful to the development of productive forces in China 


The advanced capernence of the capitalist society in 


organizational form that are directly related to the pro- 
system. can also be made to serve socialism after some 


exchanges and circulation im a commodity economy. 
regardless of the type of soceety. must got market 
So the cxrstence of market and its regulatory on in 


the economy are not laws peculiar to capitalism Instead. 
they are common properties of the commodity economy 
mm vanous social penods Because of this the success 


expenence of capitaliem in thes regard can also be used 
by a socialist society 
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Lising plans to guide the macroeconomy and micro 
economy to achieve set goals cannot be consdered 
something peculiar to sacialem Modern capitalist coun 
inves using plans to guide national economn develop 
ment is fo longer an wolated phenomenon So means 
and methods used to forecast and regulate coonomn 
activities are also neutral things that can be adopted by 
socialiem as well as capitalim 


The shareholding system is a screntific method of han 
dling the relation of property m@his Sence it us born of 
and prevails in the capitalist society. it can be considered 
authents “capitalist stuf Many comrades thought that 
wince the shareholding system is ‘caprtalist stuff imple 
menting it would be the same as implementing ‘capital 
am” mistake of these comrades is that they simply 
equated “capiialiet sul! with “capialem” To be 
extreme. such cachange of concepts may arrive at absurd 
deductions such as Because capitalists eat. everyone 
who cats «© 4 capitalist As a matter of fact. the share 
holding system as a screntific method of handling the 
relation of property cght. can be used to handle private 
as well as public property night relations ft 1s completely 
neutral Take the listing of stocks for instance. stock 
itself 1s neutral because whether it 1 private of publi 
depends on whether it 1s bought by individuals of public 
organizations Stock has no label of its own Ht cannot 
find private imvesion on its own tt will be labeled 
according to its buyers Ht does not come with a label 


All these examples caplain only one thing 1 1s necessary 
to ash specific questions and conduct concrete analyser 
of varous things that cart m the capitalist society 
Judging by the three crtena of Comrade Deng Xiaoping. 
if Ht 18 conducive to developing socts! productive forces. 
increasing the overall national strength of China. and 
raring the living «andards of the people. ut can be 
borrowed to serve the construction of socialiam 
according to the “borrowing principe” advocated by 
Mr Lu Xun This « what we calc 1 “utilizing capital. 
a) 


“Accommodating capriahem «to. ~~ capitalem To 
be more complete under the prerequisite of regarding 
socialiem as the hase. genuine capitalem 1 allowed to 


cum as a supplement and make proper development 


“Lthizing capitaliem” i to use those beneficial things 
created by the capitalist society and allow them to 

the construction of socialwm Here “caprtaliwm” refers 
to thongs that carst in the capitalist society Most of these 
things are of a neutral or general nature They are not 
equivalent to capitaliwm 


First “accommodating capitalism” and then © utihzing 
capitaliem™” have enabled us to break through many 
unnecessary resinctions and brought about rapid devel. 
opment of social productive forces This undoubtedly is 
an extremely important aspect of the Chinese-stylc 
sociaiiem But 1 1s only one aspect of the Chinese-style 
socialiem. Judged from the situation as a whole 
including the ratronal organizational form of socialiwm 
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itecll, the creation of operational method and the full 
development of socialist superionty we are sull required 
to work hard and boldly caplore im the practee of 
socialist construction and to eventually tind a complete 
wmcialist road of Chinese charactermtiics tt will be 
anothe: huge contribution of the great © hinese nation to 
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Need for Integration of | conomic Reforms 
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[Article by Dar Yuanehen (2071 0954 2525) ° Accelera 
tion of Reform Possible Only Through lotegration of 
Reform and ( coordination of Polis | 


[Text] Economic system reform oa piece of oysters 
engineering This & demonstrated im the national 
economy itself, which i a large system composed of 
numerous sub-systems. cach subsystem berg in turn. a 
nctwork that includes numerous branch systems With 
the development of large scale socialized production. the 
division of labor has become im reasingly fine and 
mutual contacts have become increasingly frequent This 
shows that within the system there are both vertical 
connections running from top to bottom and hornvzontal 
connections running laterally intersecting relationships 
occurring where the vertwal and thy ntal meet 
Looked at as) system. traditional institutions are not 
capressed solely in the price formation mechanwm or in 
enterprises not being able to operate independently and 
be responsible for their own profits and losses. but in 
every aspect of the entire system. creating a “chem of 
rings in which cach ring is interlinked and interlocked 
with every other Therefore although reform « able to 
win marked results at first in “clearing away movable 
property.” the continued intensification of reform 
becomes entangled in a “chain of mings” © otuaton 
occurring in which one action cancels out another and 
performance declines This means that the intensifica 
tion of reform requires more that reform be treated like 
a problem in systems engineering He clever tricks are 
use’ too frequently or if the tricks are changed too 
much. the entire system will produce uncoordinated and 
unharmonious norec 


it 1s for thes reason that the present intensification and 
acceleration of reform require a gradual unravelling of a 
tangle that 1s akin to passing one ring through another on 
a “chain of rings” to release them Specifically. inte 
grated reforms in the following regards must be even 
attention 


hors 


1 Coordmation and integration of enterprise reform and 
price reform In recent vears. some theoreticians have 
insisted that enterprise reform is most important. while 
others have insisted that price reform is most important 
Actually. the two are inseparabic and must be done in 
coordination Business enterprises arc the dominant 
clement in markets Without the creation of new ideas 
about the enterprise system government will Continuc to 
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monopolize coterprise production and business active: 
ties In markets os the government and not enterprises 
that » the dommant element. Prees are difficult to 
siraghicn out and once straightened out, they may 
become distorted again. Conversely, when prices are 
distorted. to demand that enterprises act on their own is 
vimply not realistic bor example when prices in the coal 
and petroleum sectors are out of line and the entire 
industry is losing money. how can enterprises in these 
industries be capected to be responsible for ther own 
profits and losses’ Enterprise reform has to look at 
results. «| must rely on sound competitive markets. 
When markets are not sound and prices are distorted, 
testing the results of enterprise ope. ations in market 
terms becomes impossible Therefore. enterprise reform 
and price reform must be done in tandem 


2 Second ts the coordination and integration of employ- 
ment system retorm and social imsurance and social 
security system reform Recently. the “destruction of the 
three srons” [the iron mee bow! of guaranteed employ- 
ment, the rron armchair of guaranteed rank, and iron 
clad wages| has assumed great prominence Destruction 
of “ren nce bowls” was a goal proposed during the early 
period of reform in the 1980's. The delay in achieving it 
stems from lack of proper conditions in being, which 
includes the excessive number of redundant personnel 
who are “unemployed on the job.” and the lack of a 
social insurance and social security system, etc. The 
reason cnterprses are not allowed to go bankrupt is 
unwillingness to permit staff members and workers to be 
unemployed the reason staff members and workers 
cannot be permitted to become unemployed ts the lack of 
a social insurance and social secunty system, the reason 
no social insurance and social security system has been 
set up 1s the poor economic returns of enterprises that 
makes them little able to pay the cost of such systems. 
ard the reason thal enterprises’ returns are poor is the 
lack of a survival of the fittest mechanism whereby 
enterprises can go bankrupt Faced with such a chain of 
interlinked rings. promoting any single reform measure 
in solation from others 1s likely to become a mere scrap 
of paper like implementation of the Bankruptcy Code 
became Reforms must be integrated if the chain of rings 
1S to be disentangled and results obtained from reform. 
Consequently. | arprove of the current positive attitude 
in pushing ahead with an all-personnel labor contract 
system, but | feel that reform of the social insurance and 
security system musi follow along so as not to lead to a 
repetition of the “dress rehearsal for a play” such as took 
place in the year that the Bankruptcy Code was promul- 
gated This ss the only way to perform in real life, truly 
demolishing some iron nce bowls. It will be very bene- 
ficial for enterprise management, and it may play a role 
iN promoting sinict observance of discipline within enter- 
prises that improves efficiency 


+ Coordination and integration of reform of the enter- 
prise wage disinnbution system, and of the formation of a 
self-limiting mechanism Recently there has been 2 great 
hullabaloo about reforms to demolish “iron wages’ that 
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has struck a heavy blow against the egalitarianiwm 
existing in the present wage system This has been very 
beneficial in rewarding diligence and punishing indo- 
lence, and im increasing efficiency. However, the 
removal of restraints on wage distributions in state: 
owned enterprises requires the attendant building of a 
restraint mechanism, otherwise. the relaxation of control 
may result in indiscriminate handing oul of money and 
materials thereby leading to loss of control over the 
distribution of income and consequent “eroson of 
profits by wages.” It must be realized that a limiting 
mechanism will not come into being automatically and 
spontaneously Only when enterprises truly become 
commodity producers in charge of their own operations 
and responsible for their own profits and losses will they 
have the motivation and feel the pressure for self- 
development. Then they can shape a system of checks 
and balances between greater carnings for stafl members 
and workers and the need to accumulate money for their 
own development, and only then will there be a self 
limiting mechanism for increases in staff member and 
worker carnings. Until such time as a self-limiting mech- 
anism exrsts, there can be no relaxation of mandatory 
passive restraints such as linking wages to performance. 
nor can the regulation and control of measures such as 
government tax revenues be relaxed If this problem 1s 
disregarded, no attention given to integrated reform of 
restraints when distribution 1s liberalized, quite possibly 
state profit and tax concessions to enterprises made for 
the purpose of helping enterprises produce more will be 
used by enterprises largely to increase the wages and 
bonuses of staff members and workers Once again the 
“erosion of profits by wages” will run rampant, enter- 
prises squandering everything. 


4. Wage system reform also includes a change from the 
old semi-wape «<mi-supply system to a new system of 
he. entirely which is a change from a materials-type. 

-lype wage system to a moncy wage system. This 
change must also be conducted in a coordinated and 
integrated way. China's present wage system is an 
incomplete wage system in which wages are paid partly 
in the form of matenals People frequently complain that 
China's wages are lower than those in developed coun- 
tres, and lower than wages in nearby developing coun- 
tries as well. Actually, urban staff members and workers 
in China receive much income in the form of maternals 
and welfare services) Wages paid staff members and 
workers in money form is by no means their entire 
income This has produced numerous misconceptions. 
and it has also made more difficult the task of widening 
income differences purely in currency wage terms. Since 
the beginning of economic system reform, the direction 
of wage reform has been from a materials type to a 
moncy type. but because of the various limitations on an 
increase in money wages during the past several years. 
the amount of wages paid in materials has increased A 
substantial amount of materials are distributed on a per 
capita basis, and low priced grain, and edible ov), as well 
as low cost water, electricity, and house rents of a welfare 
nature are also benefits in which everyone partakes. 
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Must be unswervingly pursued to solve ihe long standing = stfucturally) modseed and Ual are truly readily marker 
SS ee able should Be prodwced and sold 1n greaicn nuniters 
tehed gous 8 inventory, a shoriage of = and should be provided support if the form of credit, tas 
working capital. and low ecomomy returns breaks and the supply of materials Hanks should estat 
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hationwide at the end of the to bees than the amount 
than a be sl 4 mth Fmphans st pe 








4 
: 
, 
Hf 


; 
br 
7 
38: 


i 
fut 
He 
th 


‘i 
z 
| 
i 
f 
iF 






rE 
i 
| 
of 
: 






i 


: 
s 
; 
~ 
| 
z 
; 


bant 
duction of goods already in oversupply All purredictrons 





i 
i 
| 
! 


H 
ft 
q 


| 
| 


: 
| 


! 
| 
: 





i 
i 
f 









it 





leh priorities and diflerential loan imicrest fates for 
Priority credit to onterpriees of the bane of natronal 
industrial polny and the tatus of production supply 
marketing and accumulation in inventor, of products 
Machinery and clec trial apphance indusities must tabs 
action to accelerate the development of products in short 
supply, such as clecifn Power generating unite of 
V00.000 bilowatts on more emnall sedans and larger and 
medium-sized tractor Domestn demand io greater than 
Production of non-ferrous industry « t and ante! 
Products. and the international market for them i fart) 
comenstent The production should be increased Phe 
vice! indusiry should increase production of |) varretoes 
of goods in short supply including tin platc sup plate 
common low alloy steel plate cold-rolled wloon stee! 
sheets. steel on! pipes hydrauln gas feeder pipe and hard 
wire (4289 4848) Chemical industry firme must put 
more effort into the transformation of small wale chem 
val fertilizer production inc reaung output of urea and 
other products At the same time they should inc reaw 
Production of organi products woh ay refined meth 
anol glacial acetn acid concentrated niirk acd and 
pure benzene Light and teatele indusinal firm: mun 
increase production of readily marketable consume: 
goods used in daily life and wmall commodities (om 
Munications and transportation firms mus further tap 
potential to capand then capabilities dorng all posse 
to deliver more 


(4) Active efforts must be made to sel! products multiple 
sales channch used and wider markets opened The in 
anh important aspect of limiting production reducing 
mventioncs and promoting sales All purndectiom: and 
all sector must work hard on production eith one hand 
while working hard on commodity crrculation arth the 
other taking al! aspects of production and Commodity 
circulation as the pomt of departure for putting the 
country + indusinal production into a benign cycte with 
all powible speed First indusinal production enter 
prises must devote efforts to transforming thet oper 
bay take the muitiative im responding to 

capturing markets and actively taking par 
marke: competition Products must meet the sifles 
standards while more must be done at the same tum fo 
build a sales corm. and to complete the whey contract 
responeibility system Better after sales wer nce must he 
proveded. the “three guarantees” [for rope replace 
ment of compensation for faulty products! applred to 
products Second m the need to comtinuc to break down 
regional autarhy ( urrently. mutual autarky «© ao taerty 
serous problem Autartna!l regulation. mus be virwck 
down cnrterpriwes allowed to mate then o#8n wies dew 
wons om an effort to ect a free flow of goods Therd 
further wer must be made of the role of cate owned 
busines and matcnal wpply units as main channels 
and repowtones for the enlivening of commodity cree: 
lation the mvigoratvon of markets and the capanwon of 
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Seoner of later thew lowes meet 
dealt eth and dealing eith them carty 
iw admantratron and management 
methad to } eeed « t dapee of them 
years. mooower money from them. retire 
remove them from the heehee Both the 
hinameer afd the State Assets Acheenestrat 
tudying mean of umplementateon All 
having requiwte comditrom may aluo start 
tat of wt op peiot propects for a 
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Majer fer! te Tern | axes fate Profit 


The natronal three wear goal on turneng bowers onto profits 
n for Mate owned mdusinal cnterprrecs to reduce ther 
lowes by S Gercentage pont: cach wear ower the prevrows 


percent mm 199) Ties ell requere @ork om the followeng 
regards 
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All putiedn trams all department: and all cote rprises 
wel a main difectiom of attact as then own conam 
require drawing up three year Battle obyec tives 
® mcordams« with late wt 


tow tabing effective actrome to 
down level 4 level the tives tow 1 
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enterpriees imcurting lowes for governement 
Potecy reasons bow eulresdees are to be wet cither a feed 


i 


: 


ai 
Ab 
Heli 
Hl 
. a ? 
Hl 


accounting vould fh donc and actrom 
taken to turn arownd blowes either a fiecd perro of tome 
to salve the prodtems of enterprises wong (her profits t 
carry lowers 


(4) Loweng enterpriees muwt do a Better poh of managing 
Mate cened awets Lowng entcrprie: mun protect (hr 
value of Gatecened averts and prevent the low of 
Mate <rened avects Mate crened avets contre! wnt) at all 
level Muwt comscrentiowsl) monitor and contro! the 
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Preweures ate internal cogetas to bear on terming lees 
te profits Theat cagetremees provide a heweete for all 
pur vedec tome am. all wee terre 


AU) putin treme all weetors amet tle media luet orga 
ave forms oa mapper effort to pullwise the ” 
wenifname of the tasking of turning busees rate profits 
to spread eee about helpful ocpenenees  helptyl 
fetihenhs and a Pecvements made to fous on protberne 
that cart and to provide Pelpful pundame | caders at all 
levels ust regard the work a an ompertant task 
econo work during (94) and clowely coordinate the 
hte nef ation of enterpree reform the onprovement of 
epterprim management the promotion of tec hnobagn al 
advances readpwiment of the prow mi opening of 
domesvin and formgn markets ihe h@htening of enter 
preees burdens and im reawng coterpriecs reserve 
trength for devciopment They must rally the pullin do 
careful planning and wort hard on omplementation to 
emer: oulstanding accom@plehmenty on the work of 
converting lowers to profit. thereby hastening develop 
feat of the coon 
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Henan Vice Coverner on Reform. Opening | p 
ON POS004 Home Acme AT ANG CMI CHING 
(RIDE ANGIE) on Chee Neo Ot” 16 de & 

pp ‘eal 


[Artete ty Veh Nan (67) OR) 64 Poet Soldier 
(tena + Reform and (ipeneng tp Menan Vice Cron 
ern Chen Bintan | 


Withee: (.crmg fete the Pree and (om of 
(hee Biefen Veet te Werk op the View 


Presceng Probtem. 


Vee Clowernoer (hen Benfan (7115 1755 STD) wa 
wrectacular facws of attentron on Hunan politcal circles 


Test! 


While 199) eas «2 low -geent om (hemes eoform « eas 
alee a veer © whech ( bem Deetan tant « sores of bold 
rewwlute vived and dramatn viem to speed up Munan + 
aprning up to the outed: world 


(hen Benfan went to work as a vice gowernor of Hunan 
mm the eprng of 199) In bee maugurel speech aft a 
meeting of all Munan government officals fhe made only 
three promers Pe aan’ that | | well be @ worker and 
publ servant for everyone mm Munan > | ell he a good 
aude to feo partes (hc) the gowernor and the prowl 
pert) committer eerctery) and ' | well act m three 
Capacties tor af) mmetiiwivoms and enterpries ic. aa 
propagandi! correspondent: and ser ant for reform and 
Oprning up 


(hen Benfan Pornted (het Hleman — Mrebtems. 


Chen Bintan spent fies first sea months as vice governor 


quietly cngrowed im investigating studying and holding 
varvous wmali.group diw wessem after @ehah fe finally 
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Preseniod the pProvin ial Party COMMAttOe with ee vrewes 
on the three defivemies of Munan s economy, and his 
recommendatvons on the (hree acceleration proln ) (het 
must te adapted to overcome them These were a 
follows | While Hunan » primary industry (agrn ulture) 
is well developed its sw vondary and tertiary iadustines 
imanulacturing and commene) are defirent White 
Hunan + hushed foe output ranks feet wm (hone only | 
Percent of rons processed on depth whieh fpr averages 
if} percent fer ( hina wo that what poopie cat in the No 
| hee predwcing province of Munan mn foe crust from 
Nien and soup with stuffed dumplings made of poiieted 
dutinows foe Mow from Huber Whi Munans man 
dann orang: oulpul ranks swocond in (China what ec cat 
m “iter commen oranges and “health foods from 
(ruangdong | While our food production me fourehing 
owt diverwiied coonomy and township caterpriees ary 
deficvemt The provinces of Shandong and hangsu hav: 
township cnterprie: grow output values of more than 
100 tilhon yuan cach. or more than our whole GVIAL) 
igrow value of industrial and agricultural output) 
throughout Hunan | Chur foreign trade 1 developing 
tow slowly with our caternally onented coonem) berg 
particularly defivent While Munans foreign track 
exports were worth only a little ower 910 muilhon 
198). rankeng | 1th on Chena. they reached $660 millon 
mm 1989 while shipping hack to 18th place Why hawe we 
host ground whric doubting our caports’ Tha 1 becauw 
( hina s coonemn development trend 4 fo longer that 
‘you lose grownd if you do fol advance ~~ bul rather that 
vou lose grownd if vou advance tao dowly 


(hen Bintan pomted out the following Hunan + back 
wardness in developing an cxternally onented cconomy 
and sow pace of attracting foreign mvestment hav: 
prevented the upgrading of our old coterpriws and bept 
ws from developing caport stamina (Cruangdong » 1940 
exports were worth ower $10 tilhon of whech When 
percent eas accounted for hy caperts from “the three 
hinds of foreign-invested enterprises (FTE 6) Whole 
Cruangdong has attracted $10 7 bilhon on foremen mvew 
Ment in recent vears Munan has attracted only a lrtthe 
over $400 millon cuctuding forcgn government loans 
While “FTE's accounted for an average of 14° percen' 
of caport carnings throughout ( hina and for more thar 
Ww) percent m both Guangdong and Funan thes 
mcounted for only a little over 6 percent in Henan 
1990 dewpite the chormous cflorts that ec made | nics 
ec develop our cuternally onented coonom, ec el! 
havc fo forcgn trade caport “amine 


Chen Riefan Recommended the \doption of » 

“Three. Acceteration” Poticy To Overcome Henan » 
Three “Deficsenctes” 

(hen Binfan recommended the adopren of the fol 
kreing three-acceteration policy to overcome Hunan + 
three Gefirencees | “We showld use opening up to 
aoeteraic our development ehech mm turn ell help uw 
ect wealthy faster While Hunan « a land that «6 nich 
roe and ‘wh nonferrous metal and sonmetalin min 
ctah the development of such rewources el) require a 
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haere of coonemn devetopment The three large 
festival fet only eohanced the open madect of the 
peop of Hunan bul alee apreded up cconome devel 
apment (hrowghowt (he province The atmont ) Bellon 
yuan 1 dewnesin trade deals that they chiached the § imu 
Millon 1m fone@n (fade cagerts that they brought the 
more than SOD million in foreign le eestment CoMmtracts 
that they attracted pushed Munans 194! forewgn trade 
caper! carnengs over the 8) tellon mark and attracted 
a mech foregn investment as on the preceding dev ade 
The PRO Minin of Forgn Eoonetmn Relation and 
Trade sent a telegram of congratulatron about the to the 
Hunan borcgn Economn Relatrons and Trade ( ommn 
won whee was pra and cm ourgement for the fonegn 
trade staf! member and worker throughout Munan a 
well as a beet for Chen Bintan who was i charge of 
Hunan » foregn cconomn relations trade and towrem’ 


1 the many feotrwals that were held mm the PRC om 100) 


wh « severe accident rnvohveng casualties coourred 
dure the Helhant Se of Coal feetewal ehech wan 
held om Shans: Province that ¢ cost a vice gowernor his 
poh the three festival that were held on Munan @ere all 
weccewees earth over | muilhon partnmpents and no «ase 
alters or traffic aoodente Chen Benfan aad that “the 
whores the Can de qpert of the Munanew The 

these three festival shows that Munanes peapie fot 
only can ed) colwate ond mabe war but alee con 
reform and open up 


oan) thee of great tatent and held vion eho can 
wer ahead toe bght future during the mow difficult of 
times What oe seeded mow of a hacal highdevel cocce 
tive officer © certarth fot necewarth empty to go and 
fight to the “death” on the frontinne tet rather ween 
deimivene. courage and rowurcefuines 


( bee Reefer « (Myer: Prem lee Sgectatiet te View 
(ever mer 


(Den fenfan » ongmal profewron ea 2s tee qpeceaieet 
Hie promotion from wecuatet te caeceutiec officer and 
then hes transfer from Funan Provence on the fromthe 
of reform and opening up to the mmfand province of 
Hunan ecre percly orpamivatronal decrwom in eftech he 
had go cheese In be cen words © eas chance and 
mestabes thal pushed her from qaecsalret to leader 


in |954 (hen Fontan predusted from Anhw: Agricul 
tural ( offegr erth a degree om tea after efech he worked 
tor ower tee Gecedes 6 tee eeceeiet Me has ten 
weet) stucheed ( Pena tee pradecteen wie and comer 
quent tee coltere Me Weders | erm of ir ( leew of 
lea acclartmed hy) tee tower feoth at Homme and shroed 
morn orte therd premteng and has wotd tem of thowsands of 
copes He leo lal Paw and Preere « the epitome of 
(henew te coltere eetemateally comveving to the 
@hote eortd the theonm of ( heme tea culture 


As a profewwona! erth aademn acteewements. ( hen 
Hinfan bere tha: > profewronal » duty eas to dud) ones 
profewween and appl one profesesonal tavetedgr ert! 


As fie come urrent pate as proteome at wevetal agin ullural 
had hromgit him profeswonal author) ith 

did he capect that he would Be tremetered b anothe 
battlefront after muddle age Hut on 1480 fe wae rene 
ferred from technotagy to commerce to Mecomr bupan 
Province © few Plehipetentian to he statromed on lapen 

me of he aademn bnowledge chagwem: and 
crpanisatvonal sbilly fe wceewtully wold ( Renee eong 
tea throughow! Japan White (he lapanes hed pro. 
ously heen indifferent and dinparaging toward | hinew 
chong ton. Mir (hens Publix wales Protmotron. garned 
matte share tor cotong tea in Japan ( hen Mintan aa 
recagnized mot only by the lapanew heads of vate ety 
regarded him a a trade wpeciaint bet alee fy Wang 
7hen who was verteng Japan then as PRO Vice Premern 
and is fore the PRO Vice President and who personal! 
wrote a mewage of Congratulations for (he putin ation of 
the Japanese edition of (hen Menfan 6 Wodere bern) 
ttre (tan of Tee te ently 198) Chen Bintan wm 
transferred to Mong Kong ay the general derector of thy 
Huamin (Chine Papwn) Corp and mm Augue [98S ws 
chosen as sce governer of Funan Provence amd dere tor 
of the Pupan Rent Foonemn Retatronm: and Trad 
Commiewon and was included in the Hong Rong pub 
lec ateon Regie ot baron omtcmmwrar Chimew In 
the spring of 1989 Mumnan Vice Crovermor ) ang Munquar 
[2799 565 3120) was recalled While Vang had beer 
regarded as one of Hunan. mor open-onmented camo 
tive officers the poopie s delegates had voted (dreamin 
tum from office for giving 2 4.000-yuan banquet Som 
felt that the wugnated o tie vtep backward im Hunan 
reform and opening up and that he wcce © would 
certainly te an sdeolagically comvervative and o+. ron 
throws Pereon hecawer only wach a perwon comld hele fhe 
office of weer gowerner and not be deemed Bur » 
everyone + surpree (hen Bintan «eho eas of the PRI 
reform faction and hed an open wieolog) succeeded 
Vang Murquan Thi homed peoptc overecas the PRI 
determination to reform and open up and that the PR: 
authoritees abeotutel) ded fot want to fetreat oo reform 
and opening up 


ttt, Te Devetap and Advance | browgh 
Ones Own ard 
[meahng Sher omings 


Chen Bintan became a man in the mee. ae wom a he 
heceme vice governor of Hunan The was he aww after 
mvestigatven and viedy be boldly) pornted oe! fhe (hrer 
mapor defic remires that eer hemiting the dev choapment of 
Munan s cconomy, as well as recommending the three 
acecicration = poly that most be adopted to overcom 
them White he capes of Munan . defi rem rem anger 
a fee people eho thought that he eas 2 fener her 
Benfan remarted that hernge ofertive and realty es 
precrech the hegeening of pragres Me seed tha: progres 
would fe ogee: erthow! frre dealing eth ome. oer 
shortcomeng: and eestnewes and thet thow wth 
erehed to mowe forward would coral) got he again 
having deficrencim capesed Proce!) to the Comtran fh 
erhomed offers porntene cut be own faults fo 
metance jrang /emin and /hu Rong: had hoidh) avted 
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athiives and then confidence in investment has 
further enhanced The ( hinese-foreign 
Hunan Mevrong Clothing Company toot 
ume to go from opening to inal-product 
days it eaporied its fie of 
Kong wide s charrman of 
people for then current high work efficrency 
returns of the $5 contractual enterprises in China of 
/hengeda V ueyang ( orporation. which is part of the 
/heneda group. has been in first place im 
years The Tha: side's general manager sand “The invest 
ment environment here m= good and the Chinese and 
toreggn staff and workers cooperate by tacit understand. 
ime) «6m lene with the stipulations of the tal 
poles the profit: share obtamed by a foreign bus. 
newman investor from an enterprise that he remits 
outede China is cxempt from income tax After the Tha 
wide was given the “reassurance it took the 69 millon 
yuan that it had obtained as its share over four years and 
put to alloon the corporation as a development fund 
thereby Causing thes corporation to develop from a single 
teed production enterprise into a sOINT enterprise 
that has separate processing line feed chicken 


+ 
batt 
szhF ti 


22 


proposed that the contractual period between the 


7heneda Yuecyang (Corporation Lid and Hunan be 
evtended to SO years from its orginal 2S vears 


Cand Prospects for Development. (pening | p 


(on the Chinese marntand although Hunan 1s an inland 
province it rs adjacent to coastal provinces and regrons 
Also its communications are convement and its labor 
resources extremely abundant Moreover with the pref. 
erential pohores and the constant perfection of the legal 
system. fh as become a region with a great 
potential for opening up to the outside world 


deal of 
Sence ancrent termes of has been aaed of China, “When 
free 


he 
from hunger Hunan s agrnculture has always taken a 
leading position mm China and « not only has an 
advanced plantation baw but also a 


mn 
nee owlpet. and every year « can ship out and sll 
outerde ts borders > bilhon pn of gram. more than 28 
million live pigs are removed from imventory in one vear 
mm the province putteng it on second place im the country 
m the output of rammec. day lily. and sang lotus. the 
province cocupes first place in the country and in the 
output of oranges and tangerines 1 occupies third place 
im the country Therefore Hunan’s prospects im agricul- 
tural devclopment havc drawn the interest of the United 
Nations Food and Agncultural Organization and the 
World Rank 


(1 the 140 kends of mineral deposits discovered in 
China 109 are found on Hunan and among them ®0 are 


proven deposits [The deposits of antrmony and tungsten 
here top the world's lest. and its caport of antimony 


oD 


of Chinas ecaport of ante 


realgar fluorite sepiolite and 
first place in the country in 


1 

. 
= 
: 

2g 
é 


L 
i 
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um muirabilitc and kaolin it 
occupies second place in the country and in lead un 
tantalum. and diamonds it occupies third place in the 
country Hunan is worthy of the names native place of 
nonferrous ‘and “native place of ferrous metal 


resources are in the country 6 
over WOO natural mineral water 
m over 20 hinds of hydro: 
= they pump out 90.000 tons per day 

abundance of the deposits and their excellent 
Quality are matchless internationally If a tenth of these 
mineral waters can be developed more than > billion 

m profit can be made per year Many figures in 
[inn Game, Macao and Tarwan enterprise circles are 
eager to have a try at thes development 


Hunan also has fascinating resources for tournsm Hunan 
developed ancient civilization ity modern people 


had a 

and things are outstanding. and ity natural wecnery 6 
beautiful There are now 9° remains of the ancient 
and 


if 
1 
i 
i 


i 
+ 


Shan. the beauty of Guilin. and the 
pen! of Hua Shan ctc These strange unique natural 
countiess Chinese and foreign tour- 


sts 
All these things show the good prospects for Hunan s 


Building 2 New Hunan 


Although the pace of Hunan s development has quick. 
ened in recent years. and its potential for devclopment 
and opening up to the outside world ms enormous. the 
of thes mayor agricultural province 
wherly recognize their own madequacies The bert. 
wardness of rts tertiary industry the backwardness oF its 
township-town enterprises and the backwardness, of 
foreign economic affairs and foreign trade are the “three 
short legs” in the development of Hunan s economy 
What 1s more important is that in the past several years 
there have been a stagnation in the concept of opening 
up to the outesde world. a shuggishness im action etc 


| 
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which lost the opportunc moment for vigorous develop 
ment thereby widening the gap between Hunan and the 
developed regions 


Now Hunan has begun to wake up Al the begroning of 
thes year the Hunan Provincial CPC Commitior within 
the scope of The entire prowince organized organizations 
at the county lewel and abowe to initiate a wide-ranging 
dim usson of the further emancipation of the mind 
Through the discussion people reached a common 


Se a eae 
way out for 8 10 take and faster sindes in 
opening up to the outude and set the strategic 


policy of ‘promoting development by opening up. pro 
moting transformation by importing and promoting 
foreign trade by engaging in foreign coonmu affairs © 


The policy makers of Hunan Province sad that the top 
pronty task in Hunan is to enlarge the degree of its 
extroverwon and make three transformations transform 
natural conditions supenorty into economn supen. 
orty transform resource superiority into commodity 
supenornty and transform introverwon supenonty into 
introversion-catroversion supenornty The people of 
Hunan are now putting these ideas into practice 


FINANCE, BANKING 


State Commission Outlines Sharcholding System 
HA 290708229) Rexnne JHONGGUO JINGH T1711 
GAGE in Chines No S 2f May 9 pp 04 


| Special lope Report by Production System Depart. 
ment of State ( ommrssion for Restructuring Economn 
System “Properly Run Jomt-Stock System Pilot 
Progects According to Standardized Requirements | 


[ Text) bditor's Note In hes emportant remarks during his 
South China tour carer the year, Comrade Deng 
Xiaoping pomnted out the necessity of resolutely caper. 
menting with such things as securities and stocks 
Premier 1) Peng also pointed out im hes government 
work report at the Fifth Session of the Seventh National 
People's Congress ~The sharcholding system 1s an effec. 
tive way of raring construction funds and supervising 
enterprise management and 1s conducive to accelerating 
change enterprise mechanisms § Al present. sort. 
stock enterprises. stock markets and sw on have become 
heated topics among the publ However most peopic 
lack a comprehensive understanding and thorough 
appreciation of them Articles om thes rssuc are armed at 
helping people undersiand im theory and practice. the 
current condition of the shareholding system in China. 
as well as its development and other msucs © as to push 
forward unswervingly capenments in sharcholding sys 
tems and stock markets and to enable them to develop 
healthily and advance toward standardization lend edi 
tor’s note) 


From 29 February to 4 March the veer the State 
Commission for Restructunng the Economi System 
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and the Sate ( onc! Production Office yountly held a 
“Symposum on bapermmental Work in Joumt Stock 
Enterprises in Shenzhen The attendees cachanged 
information on the condition of capenmenting with 
sharcholding systems in enterprises studied the tot 


documents Those attending the meeting included | 

departments of central tate organs | 4 provincial and 
offices) of economn structural 
Planning) commissions finan ia! 
institutions and assets management organs >! pilot 
jOInNt-stock enterprises and three dusetien research 
workers on the shareholding system totalling | W-odd 
people ( omrades Zhang Yanning and Liu Hongru pre 
the meeting, and Comrade Chen linhua 
attended the opening ceremony and delivered a speech 


i 
ie 


The meeting was held just at the time when ( omrade 
Deng Xiaoping s important remarks were being relayed 
to lower-level units throughout the country Deng > 
— remarks were of vital gurding significance to 
and greatly encouraged the parti pants 


was held in good tome and was wel! received 

all quarters Special mention should be made to the | | 
departments of the State Council which according to 
the urgent demands of formation and capenmental work 
im yornt-stock enterprises. collectively put forward and 
worked out after coordination the “Opinions on the 
Standardization of Formation and Eapenmental Work 
m Jomnt-stock Enterprises and 10) supporting docu 
ments of polos and regulations which had a great 
effect among the participants and became focal pornts of 
study and discussion at the meeting At the symposium 
partcrpants reviewed and summarized capenmenta! 
work im the sharcholding system in recent years They 
unanimously maintained that the pornt-stock operationa: 
mode has played a postive part in transforming enter 


readjusting the industnal structure and sw on Hence 
the meeting stressed the necessity of actively and 
unswervingly making further capermments in the share 


holding system 


The Development ( onditions of Jowut Stock b aterprises 


China's yornt-sto.k enterprises have emerged and deve! 
oped along with the clevation of the socialized produc. 
thon level and the growth of the socialist commodity 
cconomy They are products of economu structural 
reform. The “Decmon of the CPC Central ( ommuitice 
on Economic Structural Reform” pomted owt The 
socialist coonomy 1s a planned commodity economy on 
the bases of public ownership and increasing enterprise 
vitality os the key link of cconomac structure reform The 
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financial incomes Moreover through imsuing H shares 
there s another new channel for attracting foreign cap 
ital 


=H conducive to the preservation and appreciation of 
Mate asset values 


Operation by shareholding system is conducive to 
raving the utihzation rate of sate assets and hence 
there preservation and appreciation of ther value This 
is because pressure from sharcholders forces enterprise 
operators to always remember ther task of increasing 
asset values Judging from capernmental conditions in 
recent years. it seven more beneficial to giving full play 
to the gurding role of the coonomy under public owner 
ship in drawing funds from multiple economic sectors to 
jOInt stock enterprises with public ownership as the 
main body With regard to solidifying the leading pos 
thon of public ownership. it was probably more favorable 
to guide capital utrhzation flows through holding shares 
rather than to develop private enterprises alongude state 
enterprises 


— Tt « conducive to regulating interest relationships 
between localitees. departments and enterprises and 
pving impetus to the readjustment of the industrial 
structure and the development of enterprise groups 


As an organizational form for enterprise properties. the 
sharcholding system not only concretizes the ownership 
of an enterprise's total property but also divides it into 
smatier portions convement for transfers thus creating 
favoratic condivons for enterprise property nghts to 
flow throughout society for the development of enter 
prise groups and for the readyusiment of the indusina! 
vructure 


Ht 1s conducive to accelerating the transformation of 
enterprises operational mechanisms 


Fapernments indvcate that the self-restraming mecha 
nism for jornt-stock enterprises has been universally 
improved Self-restramnt stems from sharcholders super 
vison of praduction and operational conditions from 
the reflection provided by the rise and fall of share prices 
on the market and from the fair auditing of enterprises 
financial accounts by registered accounting offices 
approved by the state and independent of the enterprises 
themeacives Managers of pilot enterprises cupressed tha! 
after Mate enterprises were reorganized mmto joint-stock 
COfporationms restraints on property nghts became a rea! 
pressure Particularly after corporations stocks wer: 
ested ther financial conditions were announced to th: 
publ and put under the supervision of sharcholders and 
they felt much greater pressure than in the past when 
they were only responsible to particular government 
organs [hes pressure vigorously spurs on enterprises to 
enhance thew cfficrency im mput and output 
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I he Problems ia the baperiments of Joint-Stock 
Lateepriors 


While recogniung its positive role, the shareholding 
system has also faced some problems in the capermments, 
which should be studied and resolved The mayor prob- 
lems are 


| Statutes 
eX penmentation in stock enterprives have failed to 
keep pace with the demands of the situation 


Formation and capermental work in joint-stock enter- 
prises has been conducted for several years, bul the 
formulation of statutes concerning these enterprises, 
such as company laws, securities laws, and stock 
exchange laws have made slow progress and have not 
kept abreast of the demands of the situation. “Prove 
sional Regulations on Shareholding Limited Liability 
Companies worked out by Shangha: and Shenzhen 
have been approved by the State Commission for 
Restructuring the Economic System. the Ministry of 
Finance. the People’s Bank of China, and the National 
Administration of State Property. hence. the formation 
and capermmental work in Shangha: and Shenzhen has 
been conducted according to law Some regulations have 
also been worked out in other localities However, most 
of them lack distinctive concepts and have excessively 
strong local characteristics. so they have found it diffi- 
cult to guide work effectively 


Since jornt-stock enterprises are of a new enterprise 
pattern different from traditional enterprises. manage- 
ment methods formerly formulated in accordance with 
the nature of enterprise ownership no longer suits the 
demands of jornt-stock enterprises. and they should be 
readjusted and formulated again in line with the spirit of 
reform 


Il \ considerable oumber of joint-stock enterprises are 
not standardized and do not act according to principles. 


As the onginal intention of forming joint-stock enter- 
prises differ in varnous localities. especially because they 
are not restricted by statutes. there are a great variety of 
jornt-stock enterprises on China. which are not at all 
standardized (Quite a few enterprises are “joint-stock 
limited habiiity compancs” m name only. and. in 
reality ther organizational structure and management 
system remain the same as onginal traditional enter- 
prises They have pust had the: names changed 


In the capermments instead of pursuing the principle of 

farr sharcholders equity mutual undertaking of nsks. 
and the same returns for the same shares. some enter- 
prises have set different dividend rates for shares held by 
the state corporate bodies. and individuals. and. gener- 
ally speaking the rate for undividual’s shares 1s higher 
than for state and corporate bodies A considerabic 
number of enterprises have mised up shareholder's 
equity and creditor s m@ghts. stocks and bonds. as well as 
stock returns and interest income and practice the “three 
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guarantees’ (guarantees of principal, interest, and divi 
dend payments) for shares held by individuals so that 
dividends are much higher than interest from bank 
deposits, which defeats the purpose of stocks and fails to 
achreve then end. A few of them even take the use of 
stafl-worker shares within enterprises as a means of 
expanding bonuses 


In the internal management structure, most enterprise 
shareholder meetings and boards of directors are but 
empty shells. which are far from being sound. Respon- 
sible persons, including chairmen, directors, and general 
managers continue to be appointed by the relevant 
upper-level departments and these positions continue to 
be filled by people from the onginal enterprises. 


Wit enterprises, cued 


In jornt-stock enterprises which issued shares to their 
staff and workers, most shares were valued by using 
enterprises’ net book assets without calculating land use 
costs, depreciation of plant and equipment, as well as 
intangible assets Some enterprises simply did not make 
an assessment of assets. which resulted in a loss of public 
assets or infringements on the interests of shares held by 
the state 


IV. ot —y Th, yl ue 
overheated stock dealings have appeared. 


Since the number of listed joint-stock enterprises 1s not 
very large and the input volume of stocks 1s quite small 
now. the supply-demand relationship of listed stocks ts 
so unbalanced and the fluctuation of share prices so big 
that thes has led to excessive speculation and the concen- 
tration of stocks in a few people's hands. 


Alt present. the masses still lack a comprehensive under- 
standing and penctrating appreciation of stocks, stock 
markets. stock dealings, and so on, and they think that 
the listing and public issuance of enterprise stocks are 
approved by the government and are very rehable. 
Besides. those listed generally operate with relatively 
better economic results and at a relatively higher opera- 
tional and management level Therefore, a great many 
people lack the psychological preparation for the risk 
involved in stock dealings and place excessively high 
expectations on stock appreciation. Problems occurring 
in enterprises. stocks, and stock markets which affect 
sharcholders’ interests, will inevitably develop into 
social problems and would probably proceed in touching 
off political problems. In this regard, we must treat it 
seriously 


work is 
wih af the 
pe 


Al present. i personnel and leading comrades 
in many cconomr departments, and even persons con- 
cerned in pilot enterprises and those planning to conduct 
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experiments, universally have a limited basic knowledge 
of joint-stock enterprises, stocks, and stock markets, and 
they have still less knowledge of the operation of stocks 
and stock enterprises and the manipulation of stock 
markets. This has become an important obstacle to 
further standardization of formation and caperimental 
work in joint-stock enterprises. This is also the reason 
why, in some localities, the formation of joint-stock 
enterprises was purely regarded as a means of raising 
funds to mitigate a lack of funds for construction 
projects. 

Al present, problems in the formation of and expernmmen- 
tation in joint-stock enterprises are not caused by the 
shareholding system itself but, in most cases, by the 
external environment and caisting conditions In the 
future, instead of expanding its numbers within the 
existing model, we should strengthen guidance. make 
demands clear, help existing joint-stock enterprises 
make continuous improvements in line with the stipula- 
tions of standardization, and should actively carry out 
new experiments on standardized joint-stock enter- 
prises. We should also note that the sharcholding system 
is only one of many diversified operational modes for 
enterprises. Under present conditions, various opera- 
tional modes all play a certain role in revitalizing enter- 
prises, yet they all have certain limitations. Besides, they 
have a common external environment and conditions 
for reform. At present, we should encourage enterprises 
to proceed form their own actual conditions and select 
the operational modes that best suit them rather than 
artificially going in for “acting in a gust of wind” and 
“seeking rigid uniformity.” The exploration of jornt- 
stock enterprises and experimental work must be carned 
out courageously, solidly, and conscientiously under the 
overall consideration of China's actual conditions. 
including the economic situation, the level of managena! 


expertise, quality of personnel, and so on 
Doing the Next Step of Experimental Work in Real 
Earnest 


To further do a good job of forming and caperimenting 
on joint-stock enterprises, many issucs have yet to be 
thoroughly studied and substantial actual tasks remain 
«0 be properly fulfilled. In the future formation of and 
experimentation in joint-stock enterprises, we must stick 
to the principle of “bold experimentation, intensified 
guidance, and taking prudent and appropriate mea- 
sures” to conduct thorough work and push forward 
reform. The general guiding ideology is to carry out 
experiments resolutely, pul stress on quality instead of 
quantity, and guard against chaos. At present, there are 
voices everywhere calling for practicing shareholding 
system on a trial basis, in particular, there have been 
appeals to publicly issue shares and set up stock markets 
Though the zeal 1s a good thing. we must be on the alert 
about rushing headlong into mass action and bringing 
chaos to the sharcholding system. If things go astray, it 
will lead to unmanageable consequences. Experimenta- 
tion in the shareholding system 1s a matter involving 
profound legal connotations, great technical difficulties. 
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and compliated operational procedures. and tie a very 
sensitive thing as well, Therefore, we must be both 
daring and steady if domg caperimental work which 
should be carried out in and in a down towarth 
manner Hy dome work we Mean cApenmenting 
with actual results strictly according to bas standard: 
vation and using facts to wek unity in thinking and 
understanding 


hormulating as quickly as possible statutes and 
methods conceming the formation of and caper: 
mental work 16 joInt-stock enterprises 


Al present. there are two regional statutes in Shanghas 
SS. ee ee ee ea 


National statutes and methods such as “Company Law 
Seourties Law.” and “Stock F Law” had better 
be worked oul as —_ © . though certain 
difficulties exist w laws are “formulated, the 
Sate Commesion for Restructuring the Bx onomic 
System ratends to draw up with departments concerned 
“Opmmons on Standardization of Formulation and 
Papenments of Jomt-Stock Enterprises and supporting 
policy documents to serve as the basin for conducting 
experimental work in various localities This set of 
documents will be transmitted to lower _ wy he by 
the State Commission for Restructuring 

System and relevant depariments in the ay hall of this 
year 


Further strengthening leadership and coordination 
work on stock markets 


The listing of yornt-stock enterprises locally and in other 
places as well as the imeuance and of stocks 
involve the examination. auditing. and supervision of 
sOINT stock enterprises. the management and supervision 
of stock exchange bodies, and state macroeconomic 
regulation and control. which have a unified integrity 
and require collective work in organization and coord)- 
nation through structural reform. banking. 
financial, and many other departments current 
vituation of decentralized and multiple management and 
the condition of varvous tasks berng out of jomnt and even 
contradictory to cach other. are detrimental to the uni- 
fred arrangement of work and have affected the unified 
management supervision and implementation of nec. 
essary regulations and controls on the securities 
mdustry. The has called for the establishment of a 
unified management body We may consider whether 11 
how time lo set up a securities Management commitice 

or a leading group under the State Council to formulate 
poles and statutes on securities and coordinate the 
actions of relevant State Council departments in a un- 
fred way 


Stepping up propaganda and training work 


fours. we should pay special attention to organizing 
manpower to compile a booklet to popularize knowledgc 
of jornt-stock enterprises, stocks, and stock markets 
Second. we should run traning classes well, Trainces will 
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mainly be loading comrades of relevant laalities com 
rades in charge of Commiesions for siructural reform and 


COOnOTN COMM HIee® Cor hing and ecomomen Com 
Miltees and production offices) in various localities and 
chairmen, ditectorm. and managers of pilot pount-stock 

and those planning to conduct capenments 
Third, we should do well propaganda work 1 all areas so 
that the masses will understand what a standardised 
shareholding system is 


= Thoroughly study the sue of stock market manage 
ment 


Judging from the current situation. we should mainly 
wlve the following two problems One is to avon marke! 
manipulation. the other is to prevent imeder trading 
to ensure the healthy development of stock markets and 
the normal operation of stock dealings 


== reate conditions to push forward capenmental work 
by stages and in a planned way 


China's joint-stock enterprises are by and large divided 
into four categories |) Jomt-stock enterprises with 
shares held by te bodies, 2) joint-stock enter 
prises with shares held by stall and workers }) jornt- 
stock enterprises with shares issued publicly to society 
but with shares not listed for trading. and 4) joint-stock 
er ee te ie oe te 
listed for —- © These four types of joint-stock enter. 
fren gre ty pm ny and there are dif. 
ons for their formation and 
a Ponicclaty § _— formation and caper. 
iawam of Ge ¢ wed Sy gh yt bY to 
sinict requirements and are liable to produce social 
effects. we should ‘conten @ the work steadily and incre. 
mentally As we should take into account the real vitua- 
tron and the actual reform progress. we should adopt the 
principle of differentiating between cases and treating 
them accordingly In hight of current conditions and 
possibilities, we should mainly carry out formation and 
experiments on the first and second categories in varnous 
localities. Experiments on the third category will be 
restricted to three provinces of Guangdong. Fujian. and 
Hainan. and they are also subject to the conditions of 
specific enterprises. Formation and capenments on the 
fourth category will be restricted to Shangha: and Shen- 
zhen, which should be handled even more sinctly 
Experiments in this category have to be approved by the 
State Commission for Restructuring the Economic 
System. while the formation of extra large jount-stock 
enterprises and those having a vital bearing on national 
economic development have to be approved by the State 
Council 


We are prepared to further relax controls over share- 
holding sysiem capenments in Shanghai and Shenzhen 
and carry out in-depth caperiments according to inter. 
nationally applicable statutes in a bid to probe into 
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and caperence for deve oping (hina s share Ht was the wind of reform and openness thal fit paved 
system as quickly as _Wansplanting them — the for the sadividual ecomomy) to get fh alead oF 

to other places. and prov guidance to the entire = athens.” enabling 1 to dowble is wie year after year 
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feaching a peak if | YER when indiyrdual industrial and 
commercial households sumbered 14.25) O00 
volving 23.049. 000 individuals alfmoe! 100 Kmes thet 
of a decade ago 


chmate and rectify the economn order begenning on 
1989 The market became sluggieh and a Hebi mone) 
policy was imposed foring the fumber of vmdsy rua! 
indusinal and commensal householder to tumibc 
less than 20 million natronerde that year Forunatel 
the policy maker. acted quickly and vigorously to torn 
the tide which brought some relief to the etuation Mor 
recently there a reing clamor for openness ervine thy 
individual economy another shot in the arm My lat 
1949) the number of individual industrial and «omnmnc: 
cial householders nationwide again soared to 
22,570,000, almost back to the same tewel as | O88 


Private enterprises evolve from individual industrial 
and commercial households In (hina there are many 
resinictions on the individual who wants to ef up + 
busines Consequentl the devclopment of pry atc 
enterprises has been quite slow im reasing marginally 
from year to year In late 1990. there were GR 1 4) pri ate 
enterprises in China, hiring &@ total of 
1.702.000 


By the first half of 199) private 
enterprises numbered GRA!) up a mere 068 percen 
from the year before Between them they hired | 69) 000 


China's private coonomy If a nation with | |) below 
people. 2) milhon « no dowtt a tiny) nummer Afics the: 
have studied clowly all the data on Chinas private 
ecoonomy cconomiets cannot bul be amared Ase pan of 
the natronal coomom, the Priva ccomem) wmply 


By tate 1990. wd wmduvinal and commenia 

on the mainland had a combined cogmicred 
capital of 19 74 bilhon yuan and an output valeur of 
64 24 bilhon yuan ( orresponding figures for pry atc 

were 9 bilhon yuan and |) billhon yuan 
fespectively The combined rogrtered funds of ind 
vidual households and private enterprises were equi a 
lent to 2 84 percent of the registered funds of ( hina’s 
Mateoened collective enterpriwes while ther industrial 
oulpul valuc was oquivalent to} percent of that of all 
enterpriees in the nation 


Development trends are just as revealing as proportions 
In pot. 0 yty -—- indusinal 
and howsehotds again climbed to 48 & bel 
hon yuan. a full 25 percent gam over 199) These 
households pad |) 9 bilhon yuan m profits and taxes 
7 6 percent of the natron’s total Even more astounding 
another ect of number in 1990 the wxccal Commoadiey 
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( hone 0 ondividual economy © concentrated if the coun. 
tryvende (©) the natron's |! milhon mdivedual industrial 
and commercial howseholds 19 199) ower 9 milhon were 


how mmcreased to over 2) milhon They all have created 
yom for themacives The catent to which they have cased 


tillhon yuan im tases 


ie eee ee 
) Awgeer 109) 


Perd BO) Million yuan 16 Bueimews Hct: ban atom: motte 
Mentvon busnew tas produ! tas value added tae ane 
urban preservation and construction tae The ton ae 
imoome that ifvalves fo Prot tate im estment 


(ppertanitio: ( arsint With ( hallenges 


Although the private coomemy has contributed emer 
mously to ( hinewe warety) comme oftfhaddos ones) duals 
ill contenue to regard ae guilty “Cratlty oof what 
First of all, the gap between neh and poor been mel 
vihenaires” and “tilleonaires they coy bewe 
appeared How awful 


In fact sample surveys show thal the avcrage annus! 
moome of individual indusinal and commer ial Mou 
holds 1: about 6 700 yuan om a large ci) 4 V)) yuan ma 
mdaived city, and 2.500 yuan mm the cowntryede 
According to a study in Beying. only 10 percent have an 
annual income in crcem of 10.000 yuan and blew than | 
percent carn more than 100000 yuan The cegietered 
eer Sone © Gan 
100.000 yuan of w and they employ suet | people 
on the average According to sample surveys only a fee 
hundred private enterprises lew than | percen) of al) 
private enterprises in China employ more than fr 
each and boast awets caceeding | million van 
and Hillronaires do Ae elt every 

where and are actually hard to come hy 


. the threat to the individual coonem, and 
dors not come from criticinm ahou! 
alone but 9 rather the percep 
people that the private ccomomy) el! deal a 
‘S ate coonom, Hence thew 
vate coonomy he restricted and 
areas. for instance Moves are 
a “Duvet poles and ot up 
enterprises Mans private buses 
alu prepared to suspend operation and 
them permits any moment ft i the threat that 
onc about the future of ( bene + priwate 


Mei 
al 


if 
ui i” 
2 


ure fortunately Deng \iaoping reat 
of reform and openness wing that 1 
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for China's private cconomy 


| 
| 


. Chena’s policy-makers carter had 
gesture im response to the concern 
Tian Jryun (9944 4764 (061) aed at the 
year. “The carstence and development 
the nonpublx coonomy «6 determined hy the bevel of 
Productive forces at the present stage Ity dev clopment 
attificsal methads Nor can ec 
blindly force it to become a part of the publn ccomom) in 
violation of otyectiwe realities” He ctrewed that we 
“must allow the nonpublic coonomy to de. clop properly 
We must not wmplretically equate the canting private 
emerprises with indusinaliets and husnewmen of the 
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[Article by Zhu (2612 3163 1496) “An Anal 
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@tivtudes weard martiage were lortined difectly Oy) old 
( hihewe wasety After the cotabhehment of New ( hine 
and in the Medel of ihe Cranstormatron of feudal attiiudes 
toward marriage bec auer (he clandard of living in the 
wate COOnOT) was fet very gh and the degree of 
waiaheation of production was ell relatively) low the 
influences of attitudes toward marnage ame mainly 
from families and from wmall groupe of people There 
fore under the raflwence of (he obdet generation feudal 
attitudes still governed Concept. toward marrage | the 
wake of the coascless development of the wocval 
economy and the coaschess strengtfening of the few 
waraliet attitude toward martage feudal attitudes and 
behavior have for most people gradually) low the 
Beverning Position as peaple coMtinuc the proces of 
wx ialization of re wxalivatron Rowing) of unknow 
ingly they have brought ther attitudes and behavior 
toward marriage within soceal morte (eho h mainly are 
legal norms) However some people are wtyect to eco 
nomen cultural and other Cometrannts from famihes and 
Peet group HMpeding ther oOMtin. od Progress 1m wil 
watvon and re-secializateon wo that feudal attriudes will 
control then thenbing toward marnage Although they 
have already completed of bawcall completed then 
cen marnage activity ther rewponerhelt) and misnon 
a parents and cider «© fot onl) to assure physical 
survival for ther famrles Put also to assure the contin 
wance of thew thoughts and attitudes end pam trad) 
tonal attitudes on to the younger generation This i the 
tranemion of attitudes actow generatrom Early mar 
nage among ther chridren mo pest the comprehensve 
manifestation of ther feudal attitudes toward marnagr 
There more to the than pust the desere to marry carly 
pent of tome arranged marrage: purchased mar 
nages and other types of compulwon and pure dewre 
for pragen) on the part of the older generation are alo 
mctuded Moreover carly marnages arc also belipful to 
older relatives im making wee of ther Children ehether 
mientronally of unintentionally h prov sdeng favorable 
opportunities and Comditrons for them to paw down ther 
attitudes toward marnage fort cheldren eho marr 
carly are not complete!) mature in ther thenking they 
ate more phatic and oan cavly accept the manipulatiom 
of the parents and relatiwes Second chiidren eho 
marry carly have not vet attarned an independent pow 
thon erthin the family Eocomomecall, they arc ell wh 
ordinate to and dependent on parcets and cclatives 
and thew tehaweor « oll ender thew control Third 
children who marry carly have sot developed thew 
sexuality to an deal degree The quest for novelty and 
the urge to try thongs are strong and arc somethong of an 
imducement to carly marnage Fourth chiidren who 


marry carly are emited om thew abelity to brong thew 
Rehavrer ote conformity e:th secu! sorm They 
mainly rely on comstramnts from ther parents and rela 
tives But ther parents and relatives ell deliberately 
dilute the influence of wxual norms and reinforce the 
influence of ther personal and family norm. ww that 
then own attirttudes have an cven firmer postion 
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Report | rges | parading ‘(Cuality of Population 
cnpeoreseese Beyine CHINA DAILY in English 
r 


[Ry 7ha: Peng “Report (alle for an Pad to literacy”) 
[Test] “Scrence and technology m the room of 





Chinese Academy of Scrences. the country’s supreme 
organization of scrence and technology research 
declared that “the country will have to depend on 
technical advances to solve shortages of natural 
resources and achieve its ambitious economic plans in 


than a third of the world average 


enthusastn today will mmevitably further aggravate the 
shortages of natural resources in the coming years 


The country will have to use more efficiently natural 
resources through technical progress. in 
order to the shortages sand the report 


Without question. to upgrade the quality of the country's 
population. which now stands at | 14 bilhon 1s prvotal 


to the development of scrence and technology 


“But it 1s really an uphill task to emprove the quality of 
the country's stunning population ~~ sard the report 


Although the number of iliterates and sem:-literates has 
been cut by 64 percent since the founding of the ‘s 
Republic of China, the country still has 180 mi 
iterates and semi-literates: which is 16 percent of the 
total population 


Most of the ilvterates and sem:-literates are in the 
countryside 


applying of advanced research findings to 
comstruction. said the report 
Al present. only 20 percent of the country’s grow 


mvesiment in education 
of the country’s GNP. well 


* average of 6 | percent 


just 0.7 percent of the GNP into 
m 1990. much lower than 


of 4 percent 
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However Pigher education has been overde veloped 


Ava resull college graduates are usually asked to take on 
yobs for which techaial secondary whool graduates are 
competent 


“ht 8 really a serious waste of talent.” said the report 


More than | 4 millon people who received just primary 
and middie whoo! education enter the potential laber 


force every year 
The report sad they must be given technical traning 
before herng employed 


Higher education should be approprately o panded to 
keep pace with coonemn construction 


TRANSPORTATION 


Minister Huang | rges Increased ( oal Shipments 
0 FOSO4R Beying ZHONGGUO JIAOTONG BAO 
in Chinese 16 Jun 9) pl 


Article by Jin Yang “Ask all Port Transportation | nits 
© Cooperate Closely To Ensure Emphasis on Coal 
Shipments | 


[Text] The Ministry of ( ommunications convoked an 


instructions of Vice Premper and drew up a mob. 


tons a month, 7 } million tons G 

| 2 millon tons a month. and |} million tons a year In 
this way according to the monthly average shipment 
completion during January to May penod. the three 
ports unloaded an additional 4 $5 million tons of coal 
and Qinhuangdao Por transported 455 millon tons 
more Hence the loading and unloading of ports were 
kept in balance 

Therefore the Shangha: Sea Transportation Bureau 
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addivonal | | millon tom of coal Dahan Shipping 
Company should sup | 50.000 ton more Local hup 
ping companies involved (nh maim-line Operation should 
ship 100.000 tons The total transport of coal should be 
45° milhon tom Hence the transportation capacity 
and shipment volume are basically kept in balance 


To endure the completion of coal shipment the Minitr 
of Communications has adopted a sernes of specify 
Measures to intensify transport organization and man 
agement of commands It improved information teed 
back boosted the transportation capacity of coal by 
recalling some ships engaged in foreign trade tranypor 
lation to porn coal shipment Among which the Shangha: 
Sea Transportation Bureau increased transportation 
capacity by 180.000 tons Cruangzhou Sea Transports 
tion Bureau increased transportation capacity b>» 
100.000 tons. and took 100.000 tons from Zhongyuan to 
participate in the coal shipment improved the mainte 
hance of equipment to ensure normal unloading of goods 
from trucks and ships to improve the operating rate of 
ships The coal spaces were readjusted to cxpand the 
storage capacity When necessary. measures such a 
transshipment are taken to ensure the smooth unloading 
of goods in ports To expand unloading capacity of ports 
berths for grocery goods should be created if necessary, to 
boost the capacity of unloading coal and accelerate 
turnover of ships 


Minister Muang emphasized All units must consider the 
situation as a whole and pul state interests first: Al units 
should cooperate closely with one another and do sold 
work in real terms They should st the }.100 unloading 
trucks of the Qinhuangdao Port as a goal. and try every 
possible means to complete the task of coal shipments 


Water Transport \ olume lacreased Steadily in 199° 


9 FO0S644 Benne ZHONGOLO HAOTONG BAO 
in Chinese 9 Jun Op! 


Article by Zhai Shuying “By the End of May Mayor 

iver and Sea Ports Had ( ompicted Handling 29° 
Milhon Tons of Cargo. a 146 Percent Increase Over the 
Same Pernod m 1991) 


[Text] The water transport production situation in the 
major river and sea ports « encouraging With the 
continuation of reform and opening up to the outside 
world water transport production has cipanded in a 
sustained and sicady way The transport of national key 
goods and matenals and trade goods had large increases 
However duc to shortages in port reheving and storage 
capacity of matena!l departments the accommodating 
capacity of ports was hampered Al key ports of 
common for loading and unloading of ships to be 
delayed and goods to pile up wanting for transshipmen: 
All thes shows that the construction of transport infra. 
structure facthitves stil! lags behind 


According to statrstics. by the end of May the varnous 
major production indexes of major myer and sea ports 
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toward a market coonomy) and increasingly the recogn: 
tron that one should be independent in making a living 
Al the same time. the wtuation has created soc! 
problems in some areas where farming is in decline 


(2) The traditional valer placed on “relying on one s labor 
to mabe « living 1s d:minivhing in importance Histor 
cally peasants in ( hina rehed on smple hand tools The 
tradition of “retyong on one’s labor to make a living” 
involved apphcation of consderable physical labor on 
the land Bul im recent years, in the special : 


“1h rural areas today that “one can 
make a living” technical traming of capenence in 
management The importance of the value of “relying on 
one's labor to make a living” «s therefore greatly dimin- 
ished 


(\) The traditional attitude that one should br “satisfied 
eth enough and fond” and “content ehen one is 

is changing. Peasants in (hina. 
the tradition that “poverty « endurabie,” 
excessive demands im the past Crven 


i 


He 
it 
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1 


no longer satisfied with having just enough food 

clothing of stopping to work when they become 
moderately wellofl Rather they now strive to carn 
money and to strike «t mich. for wealth can “move the 


555 
3 


biggest risks and the strongest compet't ste place 
when varvous rural industnes enter in pe. 
trtron at the natronal level and in the in sena 
The ones who make waves today im the ca arket 
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land = Although they have not yet moved into cities, they 
are working in lactones: Most of their daytime hours are 
spent in commercial activity of factory work. and their 
evening hours are invanably spent producing agricul: 
tural crops or byproducts Younger peasants now have 
more time for recreation The lifestyle of “rising with the 
sun and working till sunset” 1s gradually becoming a part 
of history 


(©) The traditional value of close to one's home 
and the land” is losing its by the day. In the 
economically developed areas along the coast. histor. 
cally the land was fertile the products bountiful, and the 
people lived to a npe old Creneration after genera. 
tron, people are tied to the where “they were born. 
matured and grew old. and they would not lightly move 
their homesteads elsewhere But the traditional sense of 
belonging to a place called home has gradually been 
weakened by industnalization and the market ¢. onomy 
The attraction of the old homestead 1s no match against 
the drawing power of modern living. and the romance of 
one’s homestead cannot resist the temptation of eco- 
nomic benefits elsewhere “One should go to wherever 
one can carn the most money” has become a popular 
lyving credo in rural areas today 


(7) The ideal personal character profile is changing. for 
thousands of years. the ideal personal character traits 
most admired by peasants are sincerity and honesty 


These ideals have generally undergone changes The 


marketing personnel and individual industrial and com- 
mercial entrepreneurs who have made achievements 


many rural youth have become like their urban counter- 
part. they go to work daily in offices and factones and 
handle farming and household chores after hours They 
are busy day and night. and feel that their energy and 
tyme are precious recognize the necessity and 
difficulty of making a good living in the new era. and 
they therefore are not willing to rarse many children who 
make demands on their energy and add to their eco- 
nomic burden Since family planning work has consis- 
tently been carned out in recent years. it has affected the 
family composition. and small nuclear families have 
come to replace the traditional large family units There- 
fore. in the economically more developed rural areas. the 
one child policy 1s in fact an accepted principle 


(9) The traditional ( onfecian ethical view of the family is 
changing. Although rural reform has solved the problem 
of all “cating out of one large nce pot.” 1 has not solved 
the problem of allocating resources within a family unit 
among brothers. sisters. and in-laws. Therefore. the 
desire to divide up the family has grown darly In recent 
years. mcome im rural areas has increased. and the 
money 1s being used first to construct new houses. so that 
it becomes possible to divide up the household The 
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small nuclear family is replacing the traditional large 
family unit. In setting up a nuclear family, economic 
decision-making in the family has shifted When a young 
couple makes their economic decision, their words carry 
weight The head of household system and the Confucian 
ethical view of the family that prevailed for thousands of 
years are impacted today by these changes. 


(10) The idea of marriage is among rural youth. 
Economic factors today are one of the important condi- 
tions rural young women use to choose their spouses. In 
priority order, the conditions are: family, ability, 
income, social ' occupation, personality and 
character, and looks appearance Rural young men, 
however, assign relatively more weight to the personal: 
ity-character and looks-appearance factors in choosing 
potential mates. 


(11) Peasants attitude toward knowledge is improving. Afic: 
rural reform and the development of market economy, 
resulting from government policy and based on culture. 
scientific knowledge and technology, knowledge and tech- 
nology become the fountainhead of future Ina 
“survey of 10,000 rural households” published in RENMIN 
RIBAO in 1988, on the question of “what is the most 
important obstacle we face in becoming wealthy,” 55.2 
percent of the households cited “not understanding technol- 
ogy” as the biggest obstacle, and 48 percent considered the 
“lack of information” an obstacle to wealth Therefore. a 
majority of peasants anxiously hope that their children will 
acquire knowledge and education, receive the best educa- 
tron possible, and some even use the standard of culture as 
an important condition in selecting a future daughter-in-law 
or son-in-law 


Types of Meaningless Forums 
92 M0347B Chenedu SICHUAN RIBAO in Chinese 
11 Jun 92 p 2 





[Article by Yu Fu (O15!) 1133): “Chatting About Dif- 
ferent Types of Forums”) 


{Excerpt} After | put on the cadre’s hat, | have accompanied 
leaders of various grades in the organization and partici- 
pated in various large and small forums. After taking part in 
many of these, | have found that some of the forums have 
become irrelevant and meaningless. Looking at them 
closely. | discover that there are different types of forums. 
the most typical of which are the following: 


The first 1s the “reporting type.” typically a lecture by one 
speaker Certain officials possessing a strong urge to express 
themselves begin with the phrase “now let me say a few 
words,” and the words then tumble out like the Huang He 
breaking the dike and flowing nonstop for 3.0000 |:. If these 
were “enlightened remarks” that help to arouse or inspire 


the “dim-witted,” it would be worth a round of applause. 
But these officials are, if anything, only good at letting the 
words and phrases flow This makes life difficult for the 
audience Subordinates are unwilling to applaud the 
speaker, unable to laugh out loud, and dare not curse. They 
can only act like students, listening respectfully to what 1s 
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being said. Fortunately, all of us are used to being students, 
and can casy play that role one more time 


The second 18 the ‘‘talk-about-anything type.” The main 
characteristics are the wide parameters within which 
anything under the sun can be discussed The topics can 
be changed at any time From evolution of the species to 
space exploration, from the sun in China to the moon in 
America, from reports of strange happenings at home to 
improbable events abroad, from the ancient to the 
modern, for whatever is observed, heard of or even 
imagined, given appropriate handling, can become a 
worthy topic for discussion. Mr. A claims “the moon in 
the Qin dynasty stays bright until the Han dynasty” [a 
policy or program goes on for a long, long time), 
r. B asks “who was the first among those who lost an 
empire for a woman?” Mr. C asserts that “imported 
vehicles do not emit smoke” [imported goods are better 
than domestically produced products]. Gentlemen, 
please, while you make your points boldly and confi- 
dently, the forum has unfortunately come to an end. 
How disappointing indeed! 


The third is the “complaiming type,” characterized by 
making waves. This type of person is expert at and not 
afraid to complain. It matters not if the issue 1s big or 
small, public or private, he complains endlessly even 
whether he has his way or is frustrated Those who 
participate in such a forum all give vent to peevish 
complaints endlessly. One person speaks up, others echo 
in response. Some complain indirectly by starting off on 
a related topic and then coming around to the point. 
Others point to this or that issue, and in extravagant 
language, vent their gripes in one way or another. The 
speakers complain of the sorrow and grief caused them 
as if the heaven is about to fal! and the earth cave in and 
no one has the power to do anything about the situation. 
After everyone vents his complaints, no one can come up 
with any solutions to the problems, to say nothing of 
anyone being aware of the point that “a person should 
sweep up the snow outside his own doorsteps.” 


The fourth is the “uncommunicative type,” charactenzed 
by deadly silence. If one is supposed to sit and talk in a 
forum, how can it be a forum when one sits and says 
nothing. In some forums, the sponsor declares the forum 
open in front of a sprinkling of audience. While some 
attendees look up in earnest, others look down in silence or 
to the nght and left appearing perplexed. while still others 
look at each other hesitatingly. The master of ceremony has 
no other recourse, for when he looks at Mr. Zhang who ts 
looking around, Zhang immediately stops. When he glances 
over at Mr. Li who 1s whispering something, Li immediately 
falls silent. That being the case, what can be done” Let's take 
turns: “Lao Jia, why don’t you lead off, even a few words 
would be fine.’ Lao Jia shakes his head vigorously: “I have 
not yet thought of what to say.” “Well, Lao Yi, you go ahead 
and take the lead.’ Lao Yi, turning extremely serous, says 
“| don't have anything to say.” “Lao Bing, how about you”” 
Lao Bing, apologetically but earnestly, says “It's best that 
Lao Jia speak first.” After going this way back and forth, we 
come back to the beginning. [passage omitted] 
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tery Survey leam Accomplishes 600 Tasks in 40 
ears 
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Dispatch by f Mao Lei (9029 4120) “PLA 
avy» Survey Team Accomplishes 600 Tasks in 40 
Years’ |] 


iTeat] The largest “amphibian survey team” of the 
People’s Liberation Army (PLA}—the Naval Architec- 
ture Bureau Su Team—has worked hard for 40 
years, travelled 5.2 mullion km, and completed 600 
survey projects, making outstanding contributions to 
national defense construction and the country’s eco 
nomic construction 


This reporter learned that since 1952, this team has 
shouldered the duty of surveying and prospecting in the 
vast off-shore waters for national defense projects: Over 
the past 40 years. they have accomplished 150 urgent, 
difficull, dangerous, and key survey projects on land and 
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wea, and found water sources of dug wells for 44 army 
and naval units which lacked water. In the last four 
decades, this team of 110 officers and men climbed 
Mountains and crossed liver, to measure lands and seas, 
traveling to more than 20 provinces and cities. Once 
upon a time, the senor level asked them to carry oul 4 
survey for an important ira engineering project in 
the Nansha [Spratlys} and Xisha Islands in a very short 
eenee of time. and they brilliantly accomplished it on 
whedule 


Up to now, this survey team has completed 523 military 
survey projects, and the passing fate of the projects 
reached 100 percent, among which three projects won 
the state's screntific and technological advancement gold 
and silver awards, and |} projects won the military's 
screntific and technological achievement awards 


Since 1984. apart from fulfilling its own duties according 
to the prescribed quality and quantity, this naval survey 
team has also brilliantly accomplished 73 key survey 
projects for the state and localities 
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steady Growth of lavestment in United States 


VC LOI9AA Hong — CHING CHT TAOPAO 
pos ph REPORTER] in Chinese No 20. 
ay ¥2 


[Article by Feng Sung (2800 2646) “Taiwan Investment 
im United States Grows by the Day”) 


| leat} Ever since the early 1980's when Taiwan investor 
a Se Ste Sa Gee ane Gea, Ge Sie @ 
Tarwan capital inte the U Mates has been gaining 


overveas The operations of Taiwan businessmen in the 


overveas investment by Taiwan WH BY. one 
$4 5) bilhon as of October 199), ye $9 billion 
invested in the United States, an historic 


li ws clear from an Investment Center report that more 
and more Tarwan businessmen have been 
plants or opening offices in the United States since 
carly 1980's The flow of Taiwan investment into 
United States soared to $70 million in 1987 con. 
tinued to reach new highs in 1988 and 1989 when it hit 
$123 millon and $580 million, respectively There was a 
slight retreat in 1990 but the volume of in 
amounted to $440 million Not included in these num. 
bers are sums invested by Taiwan businessmen on their 
own Experts estimate that investments not cxaamined 
and approved by the Investment Center are several times 
higher in dollar valuc 


According to the Tarwan Trade and Investment Office in 
the United States. Taiwan investors have now opened or 
set up more than |.400 plants, branches, and offices in 
the United States (excluding the ordinary small service 
outlets. such as restaurants, grocery stores, medical 
establishments. and travel agencies) Of these. 760, or 42 
percent. are in the manufacturing industry, about 590 
companies are im export and import, wholesale and 
retail. finance and insurance, real estate 
corviee industes: 60 pe to ateoten ond ak 

S! are in banking. and 44 are large-scale landed property 


States 1s concentrated in the western part of the nation 
Of the 1.400 of so companies, 823, or 59 percent, are in 
the west, 481, or 27 percent, are in the cast, 97, or 7 
percent. are m the central United States. 94 
another 7 percent. are in the south 

70 


and 
Distributed by state. Calforma tops the list with 
companies. or 40 percent of the total. New York, 166. or 


4+ 
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1} percent, New Jersey, 104, & percent. Hinon. 65. 6 
percent, Texas, 84. Massachusetts, 29 Plomda 25 
Croorgia, 26, Tennessee 20 Washington 24 Penney! 
vania, |4. and Maryland 4 


Increasing Share of High lech Industries 


Because of the United States advanced wreme and 
——- its catoneive Market and its liberal invest 
ment “ey, fol only have Taiwan iveston been 
imvesting more dollars in the United Sates than any 
where . but they have also been steering more and 
more of ther capital into high-tech industries like Com 
puter, electrons and the petrochemual industry 
According to satietics. of the 760 manulactuning con 
cerms financed by Tarwan investors in the United Mates 
as many as 590 are in the computer and related indus 
inves, 145. electronics and clectrnal (noncomputer) 
indusiry, . plastics and rubber manufacturing \4 
chemical industry and 24 screntifi, equipment and the 

of related products Even among trade 
wholesale retail transportation finance real cstate 
and other concerm im the service sector, mow are 
involved im the trading wholesale and retail of com 
puter mainframes and parts 


In the western part of the United States home to more 
Taiwan investment dollars than any other part of the 
nation, Tarwan investment also ms concentrated in the 
computer and clectronics industry particularly in the 
Silicon Valley Ata time when people back home are 
becoming imecreasingly environmentally minded the 
Taiwan petrochemical indusiry has been investing 
steadily in the United States The Tarwan Plastics Group 
alone has opened 14 enterprises and companies in the 
United States 


Furthermore Tarwan-funded high-tech companies par. 
ticularly those in the making of computer terminals 
semiconductors. and personal computers have began to 
gain a foothold on the Amencan market and receive 


widespread attention 


According to preliminary analysis. the sicady growth of 
Taiwan investment in the United States 1s the result of a 
combination of factors. some having to du with Tarwan 
some with the United States Among the domestic 
Taiwan factors are |) The nation’s string of trade 
surpluses im recent years has sent its foreign cachange 
reserves soaring. creating an urgent need to find outlets 
overseas. 2) The sharp appreciation of the new Tarwan 
currency has put Taiwan at an advantage when | comes 


to investing abroad 3) The rise in wages and land values 
has many labor-intensive of caport-onented 
indusines to relocate clyewhere 


The detenorating operating conditions at home coupled 
with increasingly ferocious international competition 
have prompted the Taiwan manufacturer to improve the 
quality of hes enterprise and upgrade the level! of his 
technology by introducing cutting-cdge technology avd. 
vously. internationalizing his operations. and directly 
establishing an overseas production hase 

















“ PRC MEDIA ON TAIWAN AFFAIRS August 1992 
Among factors that have to do with the United Sates = treatment in rents and tances and other incentives |) 
are |) The Amerncan market has been capanding Heiween 1985 and 1990 the dollar depreciated ugnil 
idly, and its eoonemy caperienced sustained growth 2) cantly down the capital costs and making 1 
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(hen Ming chung Remembers lacredible |orture 


VC M01004 Tape: HSIN HSIN WEN THE 
JOURNALIST) in Chinese No O78 2? Jun @ 
pp 4 100 


Article “1 Am the Fort Man To Survive Four Stages of 
ofture at the Garren General Headquarters | 


[Eacerpis| When the 28 February Inc broke owt | 


: 


As | remember the ~ 
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mouth Water was once again poured into my nostnl A 
total of three gasoline cans of water were poured into my 
hexly causing my stomach to bleed 


(ne thing was not w bad when | was tortured at that 
tome | was only tortured at davteme | could sleep at 
might. that was possibly how | surviwed | really did 
know what to way Finally the case ended up with 
conclusion | was transferred to the Taman Military 
Pohoce Detachment 

ready 


When | arrived at the Taman train statron 
to get off the trarn | saw my sister who was just admitted 
to the Taman Curls Middle School and ready to get onto 
the tran. We saw cach other | wanted to call her. but 
suffering from gastric bleeding. | could not utter a word 
| was deeply gneved 
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Afverwards. | was transferred to the Provimial Polne 
Department and then to the southern and northern 
ty Finally | was sent to 
vacate Department | was tortured at the 
. bul 4 was not that bad The torturer 
my back or palms with a rod [passage 


, — Huang Nina went to the 

| did fot know anything about her 
1 did not know her However whe 
1976. and | was arrested on | 5 


The reason for my arrest was that 
to her, she went to the mamland wader m 


i 
; 


e 
fi 


if 
: 
i 
3 
zt 


i 


| was transferred to the Publ Security Depart 
more than a dozen people were wating for me in 

a lheutenant general three mayor . 
heutenant colonels and major The 
sand “There «& an order from the 
authorities that we must have your confession tr 
maticr how we get it A person might end up 
but he must confess first he added After he 
remarks the dozen of so people just left the 


F 


il 


tortures had mn They were very “lh 
shortening When | was first imprisoned | underwen! 
one type of torture Both of my hands were cuffed at my 
back in an catremely painful way The fingers of one of 
my hands must go over my shoulder to touch those of the 
other hand which | had to try hard to reach the other 
hand from my wart The handcuff was a short one | 


> 
z 


Jn the second occasion. the torturers did the same thing 
they + a rod between the handcufl and m) 
The torture was even more parnful but | did not 
Why’ It was because they were also working on my 
fingers at the same time They put toothpicks betwcen 
my finger nails and the tender tissues of my fingers Asa 
result. all my finger narls came off Tt was so painful thar 
1 did not fant 


However. the long rod inseried diagonally between the 
handcuff and my back had injured the scruff of m) neck 
As a result, | often felt tered because of lack of oxygen in 
my brain | must sleep |) hours a day 


There was another form of torture Hundreds of preces of 
long and thin iron wire were bundled into a rod wrapped 
with cloth The torturer used it to bludgeon my back | 
was cxtremely catremely painful The rod made of sron 
wire was heavier than the wooden rod causing even 
greater injures The torture continucd for several hours 
Afterwards. all my lower body had turned black | was 
unable to move my hands or feet any more because a 
shght motion from my foot or hand would give mse to 


sharp pain 


Other forms of torture such as the person being tortured 
sleeping on pieces of sce with an clectric fan blowing a! 
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him was nothing (ne torturer sand “You see. how well 
we treat you We spent NT$8O for all tha” When | was 
tortured mm such a form, | was not allowed to wear 
anything bul a pa of underpants lying on preces of we 
with an elect fan blowing at me 
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they 
Japanese military polwe was really 
mainland during the World War Il | thought Howe 
there was fo such military poloe on Japan any 
They pust treed to fool me 


These threatening words showed that they had 
common sense They also sard that they would put 
into a large bucket filled with mercury There must be an 
error, | thought The specific gravity of mercury was 
116 tron could float in mercury The specific gravity of 
won was ' 8 and that of « person was 10 ft was 
impossible to soak a person im mercury 


Thnew that my torturers lacked screntific knowledge For 
crample they once put five to sa packs of cogaretios into 
hot water and asked me to drink | aad that | would be 
killed “You will not die. because 4 person can smoke 
three to four packs of cigarettes a day without hurting 
homeelf they aad “They are not the same Water with 
coparetics can be used as pesticide | and They did not 
pour water with cigarettes into my body Perhaps 
had verified what | told them 


they 
The two to three months of my tortures were divided 
into four periods —si days and five nights. five days and 
five mgihts. another five days and five nights and the 
final five days and five mghts (in the last day of the final 
penod | was ordered to wt on» specially made arm char 
with my arms and legs ted on the char’s arms and legs 
Four torturers were responsible for torturing my two 


responsible to crush my two legs with a long rod while 


the cxghth torturer was assigned to pour gasoline into my 
tend 


When the tortures began «ith a count of three the 
torturers started to squeeze my fingers cxcrl pressure on 
my legs and hit me with the clectrade | screamed with 
pain However when | opened my mouth shouting 
gasoline was poured into my body | knew that | would 
die Thus. | trred to spurt the gasoline out These tortures 
continued for |) hours from O8OD hours in the morning 
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wat 2100 hours on the evening They were really cacy 
ip adiision, bead ant dues ter Give dan and Ge 

these tortures Tortures only stopped hen 
a medical officer said “You cannot go on Take a 


Watching me by my wide. the doctor also urged me to 
P could not stand the wene Nor 


They also provided me with good meals However | did 
not want to cat What | needed movi was to deep They 
gave me vitamin pills and injected glucose into My, Venn 
“Look, | treat you so well | prowide you with a suite with 
ait conditioner and glucose injections said one person 


the people made confessions during the firw 
few survived the second stage and confewed 
“We never tired the third and fourth stages on any one 
“ he sand | was the first person who survived all 
of torturing mm history As @ result, the 
torturers even asked me what kind of martial arts | had 


In general. the accused could have visitors after berng 
prosecuted at a military court. but | could not The 
Garrison Ceneral Headquarters arrested my wife with 
the pretence that | would like to see her People from the 
headquarters also took away my identification card and 
household registration papers wo that | was unable to hire 
a lawyer Finally | got to see my wife after | was 
sentenced to 15 years imprisonment However | was 
not allowed to discuss my case with my) wife When | and 
my wife were talking on the phone the linc «as sudden!) 
cut | was s upset that | farnted on the spor 


Once | was sent to the emergency room of Tanwan 
University for cramination As soon as a doctor ported 
at the scruff of my neck and sand that “there was an 
myury here the head of the detention center came in 
and asked my wife what she was domng there He then 
dragged the doctor to another locaton to carry on 
conversation for a few minutes When the doctor came 
back. he changed hes attitude saying that “The = a 
matter of national sccurity | cannot discem « am 
more (Note Chen Ming-chung. age 6) spent hrs life on 
prison from the age of 2! to }! and from the age of 4° 


t ditorial on Intellectual Property Righi. 
GC ROS 714 Taupe: CHING CHI HH P40 on Chimes 
"Jun Ope 


[Ednonal “A Milestone in Work on Protectong Inteticr 
tual Property Rights | 
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[Teast] After protonged. difficult negotiations ( hina and 
the United States have finally reached agreement on 
protecting imtetion tual y fights Chur wide made 
concessions if tertie of legislation juduial and crecu 
ve enforcement im the afea of intetioentual property 
n@hts in return the United Mates removed Larwan from 
the let of cowmtnes for Section 10) action under the 
Trade Act. and discontinued investigation on srolations 
of umtetiectual property n@hte in Tamwan Thus under 
pressure exerted by the | nited States 1m termes of threat 
ening trade retahation wader Section VO) the protection 
of intellectual property mehis can be capected to be 
advanced in Tarwan 


For the last two months. the United States has been 
increasing 1s pressure with regard to the protection of 
mieticctual property mghin in April after megotation 
held in Taupe: between the two parties broke down 
Taiwan was pul on the bret of Countries for action unde: 
Section Wi m late April On 26 May the two odes 
resumed negotiation on intellectual property mehts in 
Washington Although before the departure of our dete 
gation the Legislatiwe Yuan cooperated by timely com 
pleting the amending of the Copyright law to mmcorporate 
several principles contained in the Sino |S agreement 
on copyng@ht protection. the United States was oil! not 
totally seateefied Thus on | lune the tinited States 
declared. as planned the starting of an investigation on 
Tarwan under Section WI! thereby putting strong pres 
sures on our wide 


The reason external force has been mecowary in the areca 
of protecting intellectual property mghis mm because the 
relevant concept here mm an imported or transplanted 
one instead of a homegrown one The dreregard for 
intellectual property mghts in society the widespread 
and rampant violations of the nghts and the ineffective 
ness of enforcement and sanctions carned out by com 
prient government bodes as (he representative of publy 
authority all manifest these facts Although theorct, 
cally evervone agrees that from a long-term vicwpornt 
protecting intellectual property nghis m good for overall 
ecconomn and cultural development in practice mow 
adopt a muddling-through attitude 4 \car and a half age 
when we applied for membership to the GATT. the 
government did not take substantive actions on its own 
even though «' fully undersioad that the wiuation on 
protection of intellectual property nghts would affect the 
national image and the effort to ein support from other 
Countries 


Some people have pornted oul the the | anted States 
exerted great pressure on us this tome with regard to 
imtcilectual property nghts because of domesta clection 
year political and coomome reasons of that the | arted 
States had “hidden motives” cach as helping secur 
contracts related to mayor provects of the Sia Year Con 
struction Plan However we need to emphasize that 


whatever motives the United States had the root caus 
of the problem « that we ourscives are not oteadfas 
enough in our effort to protect intellectual property 
rights and that we have adopted a perfunctory attrtudk 
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towards the demands made by the nied Sates fn fac: 
im terms of the trade retaliation that the United States 
could have adopted under Section Wl. the lowe 
involved would have amounted to $170 million at most 
However the United States knew very well that we wer 
actively weking to yon the GATT and other interna 
tonal organizations and could not afford the damage to 
our image im the world by being branded a “che! 
counmterfenting country ~~ The United States fully under 
vioed our bask mentality and therefore presed hard a 
the negotiating table. and our wide could not bul accept 
all the demands. the only caception was the United 
Mates imustence on the suggested time table for our 
legislative work on intellectual property r@ehts 


The aggressiveness of the United States hay been efles 

tive repeatedl, at least during this round of bargaining 
between the two sides on in wal property nehis Cin 
28 April the United Stated declared that Ta:wan was pul 
on the special list The Legislative Yuan responded 
that announcement immediately by completing the ice 
iative procedure of amending the copyright law in onl 
three weeks Meanwhile lew than a month after Tarwan 
was pul on the special list. the protection of intetlectua! 
property mghts suddenly became a chief maticr of go. 

ernment for governments at all levels The responses 
given by our government and the public in the face of 
threatened retahation under Section WO) testified again 
to the soundness of the conclusions that the United 
States have reached with regard to its negotiations ove: 
trade friction with Tarwan. that 1 that only) pressure can 
lead to response, or even that “only spanking can teach 
the proper lesson ~ Although our delegation made great 
bargaining efforts with regard to the legislatiyc (ime able 
at the negotiating table. it could not effectively resist the 
US. pressure in view of the performance of the Legista 

tive Yuan on the matter of amending the copyreh! law 

As a result. the executive, legislative and judicial 
branches would all have to work largely in accordanc: 
with the tome table suggested by the | nited States 


From a long-term viewpoint. the pressure exerted by th: 
United States this tome with regard to the protection o! 
intellectual property m@hts also has the effect of ind 

rectly promoting our economic and cultural devciop 
ment For instance, the pressures exerted by the | nied 
States over the years have had considerable cataly sing 
effect on our political democratization and economy 
heralization Nevertheless. it is better to do things or 
one s own than being forced to do things Avide from thy 
issue of face being forced and pressed to do things would 
inevitably result in higher costs With regard to copyright 
protection. the Sino-l) 8 agreement on copy neht prote: 

thon was imitialed three years ago this shows that our 
executive authorities already made promise to th: 
t'neted States, and thus should have conducted compre 

hensive caaminations on the matter and made cncerects 
efforts. But such was not the case at all in real life 
Counterfeiting activities im violation of the nght were 
allowed to become even more rampant in society Such a 
procrastinating way of handling maticrs would somehow 
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